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UK Stewardship Code Report

This Stewardship Report highlights Polar Capital LLP’s (‘Polar Capital’, the ‘Firm’, ‘Group’, 
‘we’) approach to stewardship and its compliance with the UK Stewardship Code (‘the 
Code’) during the period 1 April 2021 to 31 March 2022. Polar Capital LLP is an FCA-
regulated fund manager and SEC-registered investment adviser. Polar Capital LLP is a UK 
limited partnership which forms part of the Polar Capital Holdings plc group of companies.

As defined by the FRC, stewardship is “the responsible allocation, management and 
oversight of capital to create long-term value for clients and beneficiaries leading to 
sustainable benefits for the economy, the environment and society.” Within the Code, 
Polar Capital is classed as an asset manager. 

Building on our inaugural Stewardship Code Report, this report details the ongoing 
work on our approach to stewardship. As we did last year, we have followed the Code 
structure, reporting on the policies, process, activity and outcomes of each principle. 
Polar Capital has continued to make progress on our sustainability strategy over the 
period, which includes our approach to responsible investment and stewardship. We 
have focused on enhancing and formalising the ESG and stewardship processes and 
practices of our funds, continued to invest in and develop our data capabilities and grown 
our central sustainability team, while building on our governance structure to integrate 
ESG and climate-related factors into our strategy and risk management frameworks. 

Emerging regulation in Europe has been a catalyst for rapid change in sustainable and 
responsible investment across the industry, and we continue to raise our ambitions and 
standards in both. Considerable effort has been directed across our investment teams to 
meet these higher standards, and the majority of our funds employ systematic, rigorous 
and evidencable ESG investment approaches. While ESG approaches may differ from 
investment team to investment team, ESG and climate change metrics have been further 
incorporated into Polar Capital’s central monitoring and oversight of portfolio risks. 

This year we established a Responsible Investment Working Group which provides a 
forum across our 15 investment teams to share approaches and best practice enabling 
collaboration on shareholder engagement, voting and developing our climate change 
strategy.  

In 2021, Polar Capital launched two new funds, Smart Energy and Smart Mobility, 
managed by our Sustainable Thematic Equity Team. The team invests in companies that 
focus on the transformation and decarbonisation of the energy and global transport 
sectors. Both funds are classified as Article 9 under the EU Sustainable Finance Disclosure 
Regulation (SFDR).

Polar Capital supports the Code and within this document we seek to demonstrate how 
our business model, governance structure and resources facilitate responsible investment 
and stewardship practices aligned with the ambitious expectations of the Code.  

While we have made considerable progress on responsible investment and stewardship 
across our Group, we are committed to continually improving our practices and reaching 
for higher standards. By doing so, we strive to act as responsible stewards of our clients’ 
capital and pursue positive real-world outcomes through our investments. 

Gavin Rochussen

Chief Executive Officer

October 2022

For information purposes only.
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Principle 1:  
Purpose, strategy and culture  

Polar Capital is a specialist, investment-
led, active fund manager with a 
collegiate and meritocratic culture 
where capacity of investment strategies 
is managed to enhance and protect 
performance. Our strategy remains 
to deliver a range of fundamentally-
driven investment products that deliver 
differentiated, long-term, risk-adjusted 
returns to professional and institutional 
investors.

Since being founded in 2001, the Group 
has grown to support 15 investment 
teams managing 26 funds, three 
investment trusts and a number of 
segregated accounts across a range 
of long-only and alternative products, 
with combined AuM at 31 March 
2022 of £22.1bn. The Group has 194 
employees, of whom 64 are investment 
professionals. 

Our first principle is to establish a strategy 
and business model which promotes 
long-term value for shareholders and 
other stakeholders. In addition to our 
aim of providing clients with superior 
investment products, we place great 
emphasis on providing high levels of 
customer service, operational integrity, 
independent risk control, sustainability 
and compliance supervision. 

Each portfolio manager has autonomy 
over their fund’s investment philosophy 
and process. There is no house view – 
the specialisation and domain expertise 
of the portfolio managers is a core 
strength of Polar Capital.

One of Polar Capital’s key drivers is the 
belief that if funds perform well, they 
will attract investors. Therefore, while 
our investment teams are autonomous, 
they share the attributes of 
managing specialist, active and 
capacity-constrained portfolios. The 
investment beliefs of our funds, while 
independent of each other, are clearly 
defined and robust. The operations, risk, 

compliance and sustainability teams all 
play roles in ensuring that our investment 
teams remain focused on their primary 
objective of investing on behalf of our 
clients in a manner consistent with their 
fund’s stated investment objective and 
limits. 

In the same way that each team has its 
own distinct investment philosophy and 
process, we believe incorporating ESG 
and stewardship approaches into the 
investment process is something that 
should be driven by the investment teams, 
ensuring ESG analysis, engagement and 
voting decisions are closely linked with 
the investment decision-making process, 
while being supported by robust central 
resources. 

Key investment beliefs and 
how they guide stewardship 
Polar Capital does not impose a house 
view on its portfolio managers. Individual 
investment teams’ strategies, beliefs 
and desired investment outcomes vary 
substantially across the Group’s fund 
range. Further details of the specifics for 
each fund are available on our website.  

There are however several key beliefs that 
are consistent across our management 
teams: 

• • Autonomy: It is Polar Capital’s belief 
that allowing portfolio managers 
freedom to not only choose their 
own investments and strategy, but 
also lead the development of ESG 
and stewardship brings greater 
engagement and appetite for 
building their own idiosyncratic 
processes that are most appropriate 
to their specific allocations in terms 
of asset class, geographic distribution 
and company size. This also serves 
to ensure that ESG and stewardship 
processes are embedded as part of 
their fundamental analysis to suit 
their investment style. 

• • Stock-picking through   
fundamental analysis:      
Investment teams are able to gain a 
deep knowledge of the companies 
held in their portfolios which is 
broader than just, for example, a 
company’s financials. This allows 
for a better understanding of how 
specific investments align with a 
fund’s ESG and stewardship goals. 
This permits a variety of approaches 
and levels of engagement with 
companies, depending on the level of 
sophistication concerning ESG topics 
present in the market or sector, as 
well as strategic considerations of the 
investment management team. These 
range from full exclusions applied 
to industries, to engagement with 
companies to educate and encourage 
transparency and best practice, 
through to engagements encouraging 
climate transition and net-zero 
commitments. The investment 
teams’ individual philosophies and 
reasonings are explored throughout 
case studies in this report (Principles 
7 and 9-12).     

• • Specialisation and domain           
expertise:   
Polar Capital firmly believes that 
the benefit provided by portfolio 
managers’ specialisation and deep 
knowledge of their investment 
universes allows for the more 
effective identification of business 
risks and therefore potential areas for 
engagement. Their industry expertise 
and appreciation of regional diversity 
in norms and corporate structures 
contribute to their teams’ abilities to 
bring about successful engagements 
with companies.    

• • A focus on investment  
performance over gathering 
assets: We believe there is an 
alignment of interest between our 
portfolio managers, their focus 
on delivering superior returns 

Signatories’ purpose, investment beliefs, strategy and culture enable stewardship 
that creates long-term value for clients and beneficiaries leading to sustainable 
benefits for the economy, the environment and society

https://www.polarcapital.co.uk/Our-Funds/Funds-Overview/
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and the interests of professional 
and institutional clients seeking 
differentiated investment products. 
This is reflected through remuneration 
for portfolio managers, of which 
more detail is provided in Principle 2. 
In addition, constrained capacities on 
funds and strategies prioritises client 
outcomes and ensures investments 
can be made across market-cap and 
liquidity bands without compromising 
performance.  

• • Oversight:  Polar Capital’s 
institutional-style infrastructure 
ensures rigorous oversight and 
support for investment teams 
across compliance, risk monitoring, 
sustainability, IT, product 
management, marketing and 
communications, finance and trading 
to ensure investment teams focus on 
their core investment objectives.

• • Working environment: We have a 
focus on providing and maintaining 
an entrepreneurial, vibrant, collegiate 
and transparent environment for our 
portfolio managers and employees 
as we believe this will become an 
increasingly important factor in the 
attraction and retention of talented 
people.

More information on our investment 
teams’ stewardship practices is provided 
throughout Principles 7, 9, 10, 11 and 
12.

Strategy
Corporate sustainability, how we treat 
our employees and how we treat the 
environment and society alongside 
responsible investment and stewardship 
are the fundamental elements of Polar 
Capital’s approach to sustainability. The 
Board of Polar Capital Holdings plc and 
company management have prioritised 
the development and implementation 
of sustainability practices and invested 
in resources that facilitate responsible 
investment and good stewardship 
practices across our investment teams. 
Reflecting this importance, ESG and 
climate change have been agenda items 
in Board meetings since the start of 
2021.

The Group Risk Committee (GRC) 
considers all Group risks including 
corporate, operational, distribution 
and portfolio risk. Part of this includes 

a review of nine key macro risks to the 
business, each of which comprises a 
number of underlying micro risks that 
form the risk register and risk monitoring 
program. In 2021, one of the top macro 
risks identified was ‘strategy, business 
model and sustainability’. This was 
expanded from the previous ‘strategy 
and business model’ risk in Q3 2021 to 
include sustainability and, as a result, 
included additional micro risks. It was 
agreed that the Executive Committee’s 
view of the level of this risk should be 
elevated given the increased regulation, 
complexity and regulatory focus on 
sustainability, including ESG and climate-
related risks and opportunities. 

Sustainability, and the risks and 
opportunities related to climate 
change, play an important role in 
senior management and the Board’s 
strategy for product development and 
their approach to attracting portfolio 
management teams. An example is 
the addition in September 2021 of the 
Sustainable Thematic Equity Team, led 
by Thiemo Lang. The team’s expertise in 
sustainable equity strategies focuses on 
the transformation and decarbonisation 
of the energy sector as well as the 
emerging electric vehicle theme. The 
investment strategies the team creates 
provide sustainable answers to the 
growing worldwide demand for clean 
energy and transportation, investing 
in companies at the forefront of the 
global transition towards a cleaner, more 
efficient and independent sustainable 
energy future.

Business model
The Group operates as a scalable 
business platform for specialist, active 
portfolio management teams and is 
structured into three main business 
areas: fund management, operations, 
and distribution and client services. 

Fund management
The Group currently supports 15 
investment teams that manage a range 
of long-only and alternative products, 
including open-ended UCITS, SICAVs, a 
US 40 Act mutual fund as well as closed-
ended investment trust companies and 
alternative funds. We have created an 
environment in which portfolio managers 
can focus on managing money and not 
be distracted by other day to-day aspects 
of running a business, particularly 
administration.

They run predominantly equity funds 
that cover single country, regional and 
global mandates as well as specialist 
thematic funds in the technology, 
healthcare and financial sectors. This 
core strength of Polar Capital’s thematic 
and regional expertise is fundamental 
to their responsible investment and 
stewardship approaches. Each team uses 
this expertise to incorporate material 
ESG factors into their investment process 
as well as prioritise engagements and 
voting activity based on issues important 
to the investment team. 

This way, ESG incorporation primarily 
led by the investment teams ensures 
the ESG considerations and outcomes 
of engagement with company 
management are an integral part of the 
analytical process that drives investment 
decisions, and does not sit with a 
separate team.

At 31 March 2022, 84% of our UCITS 
funds’ AuM were in the top two 
quartiles against their respective Lipper 
peer group over three years. Over five 
years to 31 March 2022, 93% of AuM 
was in the first two quartiles against 
their respective Lipper peer group with 
100% of AuM in the top two quartiles 
since inception of the respective funds. 
Of our UCITS funds, 50% were in the 
top quartile over three years with 70% 
in the top two quartiles in this period. 

Over a five-year period, 53% of the 
UCITS funds are in the first quartile and 
80% in the top two quartiles.

Sustainability, and the 
risks and opportunities 
related to climate change, 
play an important role 
in senior management 
and the Board’s strategy 
for product development 
and their approach 
to attracting portfolio 
management teams
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Source: Polar Capital, as at 31 March 2022.

AuM split by type

AuM split by strategy

£bn %

 Open ended funds 16.6 75%

 Investment Trusts 4.4 20%

     Segregated mandates 1.1 5%

Total 22.1 100%

5%

75%

19%

75%

£bn %

 Open ended funds 16.6 75%

 Investment Trusts 3.9 19%

     Segregated mandates 0.4 2%

Total 20.9 100%

£bn %

 Technology 9.2 42%

 European Long/Short 0.1 0.3%

 Healthcare 3.7 17%

 Global Insurance 1.9 9%

 Financials 0.6 3%

     Emerging Markets Income - -

 Convertibles 0.8 4%

 North America 0.8 4%

 Japan Value 0.2 0.5%

 European Income 0.1 0.3%

 UK Value 1.6 7%

 Emerging Markets and Asia 1.1 5%

 Phaeacian 0.5 2%

 European Opportunities 1.2 5%

 European Absolute Return 0.1 0.3%

 Melchior Global Equity 0.1 0.3%

     Sustainable Thematic Equities 0.1 0.3%

Total Assets 22.1 100%

£bn %

 Technology 10.2 49%

 European Long/Short 0.2 1%

 Healthcare 2.9 14%

 Global Insurance 1.7 8%

 Financials 0.3 1%

     Emerging Markets Income 0.1 0.5%

 Convertibles 0.8 4%

 North America 0.8 4%

 Japan Value 0.1 0.5%

 European Income 0.2 1%

 UK Value 1.4 7%

 Emerging Markets and Asia 0.4 2%

 Phaeacian 0.5 2%

 European Opportunities 1.1 5%

 European Absolute Return 0.1 0.5%

 Melchior Global Equity 0.1 0.5%

 Sustainable Thematic Equities – -

Total Assets 20.9 100%

31 March

2021 49%

14%

4%0.5%

3%
1%

0.5%0.3%
0.3%

2%

0.5%

1%

0.3%

0.3%

7%

4%

8%0.5%

42%

7%

5%

4%

9%

17%

31 March

2022

20%

2%

5%

4%

0.3%

1%

2%
2%

5%

0.5%

31 March

2022
31 March

2021
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Utilities

Energy

Real Estate

Unclassified

Consumer Staples

Materials

Cash

Industrials

Consumer Discretionary

Communication Services

Financials

Healthcare

Information Technology

0% 5% 10% 15% 20% 25% 30% 35% 40%

Developed 86.8%

Source: Polar Capital, as at 31 March 2022.

Frontier 0.1%Emerging 8.8%

Market Cap Exposure

%

 Mega Cap (>$100bn) 28.6%

 Mid to large cap ($10bn - $50bn) 21.1%

     Large Cap ($50bn - $100bn) 13.1%

     Small Cap ($1bn - $5bn) 12.8%

     Small to mid cap ($5bn - $10bn) 10.7%

     Micro Cap ($0.5bn - $1bn) 3.4%

     Nano Cap (<$0.5bn) 1.5%

     Unclassified 5.4%

     Cash 2.7%

Total 100%

Sector Exposure

Market Exposure
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Operations
The Group maintains a robust and scalable 
operational infrastructure and system of 
risk control which, in collaboration with 
third-party service providers, support all 
business areas.

Our operational infrastructure provides 
support to investment teams in the 
areas of compliance, risk monitoring, 
sustainability, IT, product management, 
marketing and communications, 
finance and trading. Third-party service 
providers are used to provide portfolio 
accounting, custody, ESG data and back-
office services to ensure resources are 
concentrated on fund management.

As we have raised ambitions and 
standards around ESG and stewardship 
practices, the controls around promoting 
sustainability characteristics at a fund 
level have also been enhanced. We have 
developed a centralised approach to ESG 
and climate-related risk monitoring, to 
provide our clients and other stakeholders 
with a better understanding of the 
scope and depth of our ESG practices, 
engagement and voting activities. 

Investment teams are supported by Polar 
Capital’s CIO as well as its Sustainability 
and Risk teams who maintain internal 
oversight over ESG activities, support 
voting and engagement practices. 
Operational support also ensures that 
administrative tasks around teams’ 
voting activities are conducted centrally, 
ensuring voting procedures run smoothly 
and consistently across the funds, leaving 
final decision-making to the autonomous 
investment teams. A robust compliance 
framework ensures that conflicts of 
interest are identified and managed on 
an ongoing basis. 

Further information on the resources 
and governance structure that support 
our teams’ stewardship practices is 
provided under Principle 2, details on 
how Polar Capital manages conflicts of 
interested is provided in Principle 3, and 
more information on our proxy voting 
approach is provided in Principle 12. 

Distribution
The Group’s Distribution and Client 
Services teams distribute its products to 
professional and institutional investors, 
with regular and ad hoc communication 
through insightful content via our strong 
digital platforms as well as through 

third-party distribution. The product 
range available differs according to 
geography, with UCITS and SICAV 
products distributed through the UK 
and internationally with 40Act Funds 
available in the US only. Investment trusts 
are available to professional and retail 
investors in the UK only. A breakdown of 
our client base by client type and region 
is provided in Principle 6. 

Expanding our reach into the institutional 
channel remains a key priority, providing 
significant potential for growth. We 
have made good progress over the past 
year, winning seven new segregated 
mandates. Of these, one was from a 
UK institution and the rest were from 
overseas investors. 

We seek to provide best-in-class 
communication and reporting on our 
activities, through direct meetings 
with clients, investment, ESG and 
stewardship reporting, policy disclosures 
on our fund websites, presentations and 
webinars. With a primarily professional 
investor client base around the world, 
understanding our clients’ needs and 
expectations for responsible investment 
and stewardship is essential in guiding 
strategy, where appropriate. Over the 
reporting period, engagement with key 
clients on ESG expectations has been 
conducted by our sales and sustainability 
teams as well as the portfolio managers 
themselves. It has been an important 
consideration at a time of great change 
and uncertainty in the responsible 
investment landscape. 

We have provided further information 
on how we have taken into account the 
needs of our clients and beneficiaries, 
and how we have communicated our 
investment and stewardship practices 
with them in Principle 6. 

Culture 
Recruiting, retaining, and developing the 
best financial services professionals is vital 
to the success of our business. To achieve 
this, the Group seeks to ensure that 
working conditions are of a high standard, 
having in place effective management 
and staff communications, with the 
ability for staff to engage in decision-
making. The Group aims to remunerate 
staff in line with market practice, provide 
development opportunities to encourage 
staff motivation and retention. 

As the Firm’s ultimate parent (Polar Capital 
Holdings plc) is listed on AIM (Alternative 
Investment Market), the Firm encourages 
staff ownership of shares in the business 
through various share incentive schemes. 
This enables the interests of our staff 
to be aligned with shareholders, fosters 
a sense of loyalty and collegiality, and 
helps ensure that staff uphold the high 
standards expected.  

Diversity and inclusion 
Polar Capital is committed to promoting 
a diverse and inclusive culture. We believe 
the best way to achieve this is through a 
diverse and inclusive environment that 

permeates our practices at all stages of 
our organisation. 

By having a diverse, inclusive workforce, 
we believe we are reducing the risk of 
‘groupthink’, leading to better decision-
making. The benefits of a diverse 
workforce are to help promote growth 
and reduce risk, analyse different 
problems from different perspectives 
leading to a more comprehensive 
thought process, greater intellectual 
challenge and, ultimately, better results. 

Furthermore, we believe inclusion 
across the workforce helps attract 
and retain better and more diverse 
talent. Recognising the importance of 
different views across the organisation, 
empowering staff, results in higher staff 
satisfaction and better retention rates 
allowing growth and development of our 
knowledge base and business. 

Recognising the 
importance of 
different views across 
the organisation, 
empowering staff, results 
in higher staff satisfaction 
and better retention 
rates allowing growth 
and development of our 
knowledge base and 
business
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In January 2022, Polar Capital undertook 
an anonymous diversity data survey, 
conducted by a third party. Its purpose 
was to gain a better understanding of 
our staff and identify where we might 
need to focus our efforts to attract 
more diverse talent, as well as support 
the development and progression of 
existing talent. The diversity monitoring 
categories included ethnicity, disability, 
sex and gender identity, as well as 
other factors relating to socioeconomic 
background and caring responsibilities. 
The survey received an 86% response 
rate from our staff.

Polar Capital is a member of the 
Diversity Project, a body who aims to 
improve diversity and inclusion (D&I) 
within the financial services industry. 
Staff from across the organisation are 
involved in various working groups 
including gender, religion, disability and 
mental health. 

Staff development
Staff development and training is 
essential for the success of our business. 
Not only through the knowledge base 
improving productivity but also for 
enhancing job satisfaction and fostering 
a collegiate and ambitious workforce. 

There is a formal appraisal process on 
at least an annual basis where staff are 
encouraged to raise any training and 
development suggestions to their line 
manager. 

Training is also provided on a basis 
broader than simply specific to an 
individual’s role. Online training in areas 
such as diversity and unconscious bias 
are compulsory for all staff. Polar Capital 
has also provided mental health training 
for managers to support their teams and 
offered mental health first aid courses 
for all staff. In 2021 a ‘teach-in’ initiative 
was launched with each department 
offering a training session to everyone 
across the organisation, enabling junior 
staff in particular to understand different 
teams across the firm, and encouraging 
questions and dialogue between 
departments. 

Staff wellbeing
Mental health has been a prominent 
topic of discussion within Polar Capital’s 
Diversity & Inclusion Committee and 
a focus for firmwide activity. In Q2 

2021, we offered every staff member 
the opportunity to attend a mental 
health first aid course through Mental 
Health First Aid (MHFA) England, a 
social enterprise with a vision to improve 
mental health within organisations and 
across the country. At present, we have 
16 mental health first aiders, varying in 
seniority and departments offering a 
wide range of peer-to-peer support.

At the start of 2022 we provided all staff 
with access to Headspace, a mindfulness 
organisation, to offer an additional 
service to support staff wellbeing and 
mental health. We also continue to offer 
our staff access to free, independent and 
confidential support from an external 
therapist.

Further education and 
recruitment 
It is important to our organisation to 
improve diversity from the earliest stages 
in any member of staff’s development. In 
doing so, recruitment and employment 
decisions will be made in line with our 
Equal Opportunities policy. 

The Polar Capital Intern Program is 
targeted at undergraduate students. 
It aims to provide insight into our 
industry and focuses on the investment 
side of the business with presentations 
and discussions from departments 
across our organisation. The two-week 
program encourages students from 
diverse backgrounds to join the industry, 
explaining the breadth of roles and 
opportunities available. 

The recruitment process is consistent 
with the details set out in our Equal 
Opportunities policy. We welcome all 
applications for job opportunities and 
will consider applicants regardless of 
their age, disability, gender, race, religion 
or belief, sexual orientation, relationship 
status and whether they are pregnant or 
on maternity leave. 

To encourage more people from 
more diverse backgrounds to join our 
industry, we also work with Investment 
20/20 (I20/20). I20/20 is part of the 
Investment Association (IA), and the 
initiative facilitates access to candidates 
from wider socioeconomic, ethnic 
and academic backgrounds thereby 
encouraging an open and diverse 
culture. 

Corporate responsibility: 
Environment and climate
We are focused on reducing the 
emissions of our organisation. However, 
as an asset manager we recognise that 
the emissions of our investments make 
up the majority of our carbon footprint 
and have the greatest impact on the 
environment. The Financial Stability 
Board (FSB) created the Task force on 
Climate-related Financial Disclosures 
(TCFD) to develop guidance on key types 
of information that companies should 
disclose to support investors. While 
we are not formally required to report 
in line with the TCFD, Polar Capital 
supports the TCFD recommendations 
and we are committed to integrating 
these into the governance, strategy 
and risk management framework 
of our business, to mitigate climate-
related risks and protect our clients’ 
investments. Further information on our 
climate strategy as it relates to these key 
areas of business is found in Principle 
2 (governance), 4 (managing systemic 
risks) and throughout Principles 7, 9, 10, 
11 and 12.



Polar Capital LLP  • UK Stewardship Code Report11

Principle 2: Governance,  
resources and incentives   

One of Polar Capital’s core objectives 
is to sustain high levels of corporate 
governance and transparency and works 
to adopt and apply best practices where 
appropriate. 

As an AIM-listed company, the Board 
follows the requirements of the 
Corporate Governance Code published 
by the Quoted Companies Alliance in 
2018 (the QCA Code). The Board reports 
on compliance with the QCA Code in 
the Annual Report and Accounts and 
therein provides the required disclosures. 

The Board is responsible for the overall 
stewardship of the business, approving 
its strategy and holding the Executive 
Committee to account for the running 
of the business. ESG and climate-related 
risks and opportunities are increasingly 
prominent in the Board’s discussions and 
strategy development. 

The Board also ensures that ESG risks 
and opportunities are integrated into 
their oversight through the delegation 
of responsibility to senior management 
and management committees. These 
groups have reporting lines to the Board 
that have been formalised over the past 
12 months: 

• • The risk management framework 
now incorporates ESG and climate-
related risk analysis in the quarterly 
investment reviews for each strategy. 
Any escalations from these reviews 
are reported to the GRC and Board. 

• • Sustainability-related regulation risks 
and client demands are fed through 
the Sustainability Committee and 
escalated via the Executive Committee 
to the Board. The Sustainability 
Committee includes members of the 
GRC and Executive Committee. 

• • The Board is updated on climate and 
sustainability activity and progress 
in each Board meeting through the 
CEO’s report. The Board also receives 
regular progress reports from the 
Head of Sustainability. 

• • The Audit and Risk Committee (ARC) 
also receives regular updates from the 
Group Compliance and Legal Officer, 
highlighting the most serious risks 
and escalated issues over the period.

Signatories’ governance, resources and incentives support stewardship
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ESG Oversight
ESG and climate change metrics have been incorporated into 
our central monitoring and oversight of portfolio risks, alongside 
factors including liquidity, macro and behavioural analysis. Each 
strategy’s ESG characteristics are reviewed in detail every four 
months in investment oversight meetings with the lead portfolio 
managers. This oversight includes an assessment of the fund’s  

 
ESG profile and scoring using third-party data methodology 
and has been enhanced in the past year to include monitoring 
ESG-related controversies and compliance with global norms 
and conventions (such as the UN Global Compact), as well as 
a climate-related risk profile of investee companies. The analysis 
of this is the starting point for discussion in oversight meetings. 

The diagram above summarises the key elements of the Group’s Risk Framework.
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Responsible Investment 
Working Group 
In 2020, Polar Capital established the 
Sustainability Committee which has been 
a key forum to develop our corporate and 
investment initiatives. At the start of 2022, 
we built on this with the establishment 
of the Responsible Investment Working 
Group, reporting into the Sustainability 
Committee. Its purpose is to be a forum for 
sharing approaches and best practice for 
responsible investment and stewardship. 
It provides investment teams with 
information on upcoming regulations, 
industry and company initiatives, sharing 
information, potentially collaborating 
on engagements and voting, and 
developing climate change strategy and 
net-zero frameworks for portfolios. The 
working group includes members from 
all investment teams and is supported by 
the central Sustainability team.

The Sustainability Committee is chaired 
by the Head of Sustainability and includes 
members of staff from across the Firm 
including the CEO, CIO and Chief Risk 
Officer (CRO). It co-ordinates the Firm’s 
and the Group’s sustainability initiatives 
at a corporate level as well as promoting 
the sharing of best practice for ESG 
integration and knowledge insight across 
the business. 

The D&I Committee, comprising 
individuals from across Polar Capital 
including the CEO, works to make 
recommendations on, oversee and 
monitor the implementation of Polar 
Capital’s D&I strategic goals. 

The Sustainability and D&I committees 
report directly to the Group Executive and 
Group Risk Committees.

The Responsible Investment Working 
Group, a forum for sharing approaches 
and best practice for responsible 
investments, includes members from all 
investment teams and is supported by the 
central Sustainability team.

These committees are chaired and meet 
on at least a quarterly basis; the meetings 
are minuted. All committees are required 
to escalate any material issues to the 
Group Executive Committee and GRC on 
a quarterly basis. The GRC will then report 
any issues to the ARC and the Board.

 

The Group operates in several jurisdictions 
and is therefore subject to the oversight 
of various regulators and state authorities 
across those locations. Polar Capital 
engages with its regulators and relevant 
state authorities primarily through the 
Group compliance and finance functions 
by way of regular mandatory reporting as 
well as any ad hoc interactions required by 
changing regulations and requirements. 
The ARC and Board receive regular 
reports from the Group’s Chief Legal & 
Compliance Officer (CLCO) on the Group’s 
regulatory processes and procedures, 
its risk management framework and its 
interaction with regulators in different 
jurisdictions. Incorporating responsible 
investment and sustainability into these 
processes is being developed.

Resources
The portfolio managers are supported in 
their ESG and stewardship practices by 
a number of central resources, including 
the Sustainability, Operations, Legal, 
Compliance, Product and Risk teams. The 
Client Services team provides valuable 
insight into client preferences and how 
we can improve our practices to meet 
their requirements. 

With Polar Capital’s increased focus on 
sustainability, both in our investment 
teams and at a corporate level, we 
have made a number of additions to 
the Sustainability team, including two 
additional sustainability analysts and 
an experienced analyst who has been 
working with the team as an ESG 
investment consultant. 

The Sustainability team aims to deliver 
best practice for our funds and clients, 
assist in enhancing our investment 

teams’ integration of ESG considerations, 
develop stewardship practices, increase 
responsible engagement practices and 
develop our climate change strategy and 
net-zero framework for portfolios.

Over the year, considerable work has been 
conducted by the Sustainability team 
to incorporate principal adverse impact 
(PAI) data from various sources into the 
internal oversight and reporting process. 
This is a key step for delivering consistent 
analysis to our portfolio managers with a 
focus on understanding and facilitating 
a reduction in the negative impacts of 
investee companies on the environment 
and society.

External resources
Polar Capital has also enhanced its data 
capabilities to ensure the investment 
teams are equipped to integrate ESG into 
their investment processes so that we can 
provide our clients with quality ESG and 
climate change-related reporting.

Polar Capital started using third-party ESG 
data centrally three years ago and we have 
been continually developing our access 
to data, and capabilities for integrating 
that data, over the past year. Over the 
period, we have added climate change 
metrics, ESG controversy and norms-
based research (such as compliance 
with UN Global Compact principles), 
and UN Sustainable Development Goal 
alignment data. This data has become 
an increasingly valuable element of the 
central ESG oversight process. 

Proxy voting is carried out using the 
Institutional Shareholder Services (ISS) 
Proxy Voting system, which is managed by 
a member of the Operations team. Voting 
recommendations and accompanying 
research provided by ISS are reviewed by 
the portfolio managers and they retain the 
final decision and will vote accordingly. 

More information on our Proxy Voting 
approach and activities are detailed in 
Principle 12. 

Investment teams may use additional 
external resources to assist with their ESG 
and stewardship practices. This ranges 
from ESG sell-side research to specialist 
reporting services. 

Further information on external resources 
is provided under Principles 7 and 8. 

Considerable work has 
been conducted by the 
Sustainability team to 
incorporate principal 
adverse impact (PAI) data 
from various sources into 
the internal oversight and 
reporting process
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Incentives 
As stated in the Polar Capital Holdings 
plc Annual Report for the year to March 
2022, the Executive Directors’ total 
remuneration package is structured so 
that a significant proportion is linked to 
performance conditions measured over 
both the short and longer term. When 
setting the levels of short-term and 
long-term variable remuneration and 
the balance of equity and cash within 
the package, consideration is given to 
obtaining the appropriate balance so as 
not to encourage unnecessary risk-taking, 
while ensuring that performance hurdles 
are suitably challenging. This is broken 
down into fixed and variable pay. 

To drive and reward performance against 
annual objectives which are consistent 
with the strategy and align to shareholder 
interests, the Directors’ total remuneration 
package provides a deferral element to 
variable compensation above a certain 
level to ensure there is a link to the longer-
term performance of the Firm. In the 
year to March 2022, 40% of the bonus 
was based on profit performance against 
budget, 30% was based on performance 
against three financial KPIs and the 
remaining 30% on strategic objectives. 
ESG is one part of the Executive Directors’ 
strategic as well as individual objectives.  

Polar Capital believes there is an 
alignment of interest between the 
portfolio managers they recruit, their 
focus on delivering superior returns and 
the interests of wholesale and institutional 
clients who are seeking differentiated 
investment products.

A Polar Capital portfolio manager has 
three streams of regular remuneration: 
salary, a bonus linked to their business 
unit’s ad valorem annual management 
charge (AMC) profitability and, where 

applicable, a bonus that is a function 
of the quantum of performance fees 
received from products managed by the 
individual. 

Additionally, Polar Capital reflects UCITS, 
AIFMD & BIPRU remuneration rules in 
its policies which include deferment. 
Portfolio managers who receive variable 
compensation above certain thresholds 
have a percentage of their variable 
compensation deferred into fund 
holdings and/or shares in Polar Capital 
Holdings plc that vest over three years. 
Polar Capital believes this remuneration 
scheme further helps align the interests 
of the Firm and portfolio managers with 
those of our clients by incentivising long-
term performance over and above short-
term profits, which in turn embraces the 
objective of sustainability. 

Other employees participate in an annual 
discretionary bonus scheme. The purpose 
of this scheme is to reward employees 
for their contributions to the business 
during the year. The level of bonus 
payment is determined by reference to 
the profits of Polar Capital as well as the 
performance of the individual employee 
and the performance of the particular 
area in which the employee works. Where 
profits are reduced, the amount available 
for distribution as annual discretionary 
bonuses is reduced.

Furthermore, the Firm’s long-term equity 
incentive plans (including its preference 
share scheme) deliver rewards in shares 
in Polar Capital Holdings plc. In this way, 
reward is linked to the viability of the 
Group as a whole and is consistent with 
sound and effective risk management.

Further information on Polar Capital’s 
remuneration can be found in Polar 
Capital’s Basel II Pillar 3 & Remuneration 
Code Disclosure Document on our 
website:

Basel II Pillar 3 & Remuneration Code 
Disclosure Document

The Firm’s long-term 
equity incentive plans 
(including its preference 
share scheme) deliver 
rewards in shares in Polar 
Capital Holdings plc

https://www.polarcapital.co.uk/srp/lit/mLVO5r/Basel-II-Pillar-3-Disclosure_30-11-2021.pdf
https://www.polarcapital.co.uk/srp/lit/mLVO5r/Basel-II-Pillar-3-Disclosure_30-11-2021.pdf
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Principle 3:  
Conflicts of interest    

Polar Capital’s Conflicts of Interest 
(COI) Policy (available here) outlines the 
procedures in place to ensure conflicts 
of interest are identified, monitored 
and managed in a fair way. It outlines 
Polar Capital’s obligation to put its 
clients’ interests first and act in their best 
interests. It is reviewed by the compliance 
team annually, and on an ad-hoc basis. 

Overview of procedures 
It is Polar Capital’s policy to identify 
the conflicts of interest that may 
exist between (a) ourselves or anyone 
linked to the firm (including managers, 
employers and controllers) and Polar 
Capital funds (including investment 
trusts and managed accounts) or the 
investors in those funds, (b) one fund 
or its investors and another fund, (c) 
a fund and its investors, and another 
fund and its investors, (d) two funds 
or (e) ourselves and any third party 
or ‘delegate’ as defined under the 
Alternative Investment Fund Managers 
Directive (AIFMD). 

Polar Capital must, as a priority, aim 
to ensure that clients are not adversely 
affected by potential conflicts. It is 
therefore our policy to document the 
arrangements we have put in place to 
manage the conflicts identified. Where 
the organisational arrangements made 
by the firm to identify, prevent, manage 
and monitor conflicts of interest are 
not sufficient to ensure that the risk 
of damage to investors’ interests will 
be prevented, we have an obligation 
to disclose this to clients and investors 
alongside our Conflicts of Interest Policy.

Signatories manage conflicts of interest to put the best interests of clients and 
beneficiaries first

Polar Capital [has an] 
obligation to put its 
clients’ interests first 
and act in their best 
interests. [The Company] 
must, as a priority, aim 
to ensure that clients are 
not adversely affected by 
potential conflicts

https://www.polarcapital.co.uk/srp/lit/760nD0/Conflicts-of-Interest-Policy_06-04-2022.pdf
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Potential conflict of interest Situation Procedure/controls in place

1. Staff members with external business 
interests

External business interests and directorships 
could lead to staff not fulfilling their services to 
Polar Capital therefore impacting our ability to 
service clients.  

Polar Capital has a COI policy in place to ensure 
all external business interests and directorships 
are disclosed to the compliance team and 
approved by the CLCO.  
Annual and quarterly attestations are in place to 
remind staff that any outside business interests 
must be disclosed to compliance.  
Online training on personal conflicts of interest 
completed by all staff on an annual basis.  

2. Personal investments/holdings Staff members may conduct personal trading 
activities, using the inside knowledge that is 
available to them, putting their own ahead of 
the clients’. 

A Personal Account Dealing Policy is in place 
which all staff must adhere to. Annual and 
quarterly declarations of compliance with the 
policy. 
All staff are subject to an initial compliance 
induction, which includes compliance explaining 
the Personal Account Dealing Policy. 
All personal account dealings must be pre-
approved by compliance before a personal trade 
is made. Contract notes must also be sent to 
compliance for all trades.  
All staff must disclose their personal account 
holdings on an annual basis (as part of the 
annual declaration) which is then reconciled by 
the compliance team. 
Any breach to the policy follows a consistent and 
robust process, is logged in the breaches register 
and signed off by the compliance officer.  

3. Inside Information When an employee is made inside, a staff 
member could leverage this for their own 
personal use either directly or via their clients’ 
portfolios to the detriment of the wider market.

An established Market Abuse Policy and insiders 
list procedure in place.  
An insiders list maintained by the compliance 
and operations teams in accordance with our 
Insiders list procedures. 
When a staff member is made inside a pre-trade 
compliance restriction is added to the order 
management system. 
Annual and quarterly declaration compliance 
with Market Abuse Policy, required by all staff.  
Fund and personal account trades are monitored 
against the insiders list.  
All employees are required to complete Market 
Abuse Regulation training annually. 
Expert network policy and procedures. 

4. Organisational Structure Polar Capital LLP’s parent company is listed 
on the AIM (Polar Capital Holdings plc). Poor 
corporate governance and reporting lines could 
result in conflicts in prioritising personal interests 
directly or via third parties over those of the 
investment manager or its clients.

An established corporate governance 
infrastructure. At the AIM listed parent company 
level, Independent Non-Executive Directors are 
the majority of the Board. All Board members 
are subject to the Companies Act 2006 duties to 
disclose conflicts of interest. 
The Nomination Committee of Polar Capital 
Holdings considers the independence of each 
Director and possible conflicts. 
Within the firm the committee with overall 
responsibility for oversight of risks to the business, 
the Group Risk Committee is independent 
from direct investment responsibilities.  The 
committee also independently oversees portfolio 
risk matters. 
Risk monitoring program reviews conflict risk on 
an annual and ad hoc basis.

5. Proxy Voting Proxy proposals may present conflicts between 
the interest of clients and Polar Capital, its 
affiliates and their employees. 

Polar Capital has an established Proxy Voting 
policy and default position to vote with the proxy 
advisor. Each autonomous team will assess each 
resolution on its merits and will vote on their 
own fundamental view which may differ from 
the Proxy Adviser. 
This allows for each team to vote independently 
in order to ensure they act in the best interest of 
their clients.  
Oversight of voting is conducted by the 
Sustainability team. 

Examples of potential COIs and controls in place to manage and mitigate:  
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New product launches  
Over the period a number of new 
products were launched. Most recently, 
Polar Capital Funds plc – Smart Mobility 
fund. 

All product launches are subject to 
the Product Governance process and 
approval from the Product Governance 
Committee (PGC). As part of this, 
consideration is given to ensure the 
product is complementary to the existing 
product range. This process also will 
consider, amongst other things, the 
risk of cannibalisation of an existing 
product with similar characteristics and 
the capacity of the investment team 
to manage an additional product. 
The PGC meets on a quarterly and 
on an ad hoc basis. In addition, on an 
ongoing basis, it conducts reviews of 
the established product range to ensure 
they are continuing to deliver for clients, 
and it monitors whether conflicts have 
impacted the outcome for clients. 

Conflicts arising between 
clients 
We seek to understand key clients’ 
ESG and stewardship expectations and 
requirements on an ongoing basis, 
and this is an important consideration 
as we develop our own approach. 
However, there are cases in which the 
ESG strategy of clients does not align 
with that of Polar Capital or particular 
funds. This conflict has occurred in 
isolated cases over the reporting 
period, where requirements of certain 
clients, if implemented, would have 
been misaligned to a fund’s investment 
philosophy and ESG approach, thus 

resulting in restricting the investment 
universe of the fund based on ESG 
rating criteria rather than process and 
outcomes, and therefore compromised 
our ability to fulfil our fiduciary duty. In 
these cases, the decision was made to 
not align with the proposed approaches 
given the issues identified above. 

Cases may arise where clients may 
express desired voting action for 
specific company meetings. While 
we look to understand the reasoning 
behind such voting intention, the core 
principle remains staying true to the 
fund’s stewardship approach and voting 
accordingly. No such situations arose in 
this reporting period and where they do 
these are raised to the compliance team 
and assessed on a case-by-case basis.  

Allocations of investments 
Polar Capital has established an 
allocations policy consistent with FCA 
Principles and Conduct of Business 
Sourcebooks such that all clients must 
be treated fairly. 

Typically, trades will be routed to 
the central trading desk, however, 
investment teams reserve the right to 
trade themselves should they wish to. 

Across the Polar Capital fund range 
multiple funds may be competing to 
invest in the same investment idea. This 
may be within the same investment team 
or between multiple investment teams. 
To ensure each client is treated fairly all 
allocation instructions must be placed 
pre trade and under no circumstances 
can there be a post-trade change in 
allocations without pre-approval from 
the CLCO or her designee. 

Each team has its own autonomy 
and therefore the default position is 
not to aggregate transactions. This is 
also consistent with how the trading 
instructions are typically provided to the 
central trading desk by each individual 
portfolio manager. 

In the event that funds are trading in 
opposite directions, any cross trade 
would only be considered if it was in 
the best interest of both clients and 
approved by both portfolio managers 
involved and would be subject to Polar 
Capital’s Cross Trade policy. 

Conflicts related to Polar 
Capital Holdings
Board, Committee and Individual 
Director Evaluations

Following the pattern set in 2021 there 
was an internal review of each individual 
Director carried out by the Chair in one-
on-one interviews and a review of the 
Chair’s performance by the Secretary 
engaging with each Director.

In assessing the independence of Non-
Executive Directors, the Nomination 
Committee took account of their 
experience, character and judgment, 
and their dependence or relationships 
with the Group. However, guidance 
generally used to assess independence 
considers the length of service, or the 
holding of a previous executive position 
within the Group, or a material business 
relationship with the Group, including 
shareholdings, to impair the perceived 
independence of the Non-Executive 
Director.

In light of this, the Nomination 
Committee has decided that despite 
being independent in character and 
judgement, two Directors should not be 
considered independent. One Director 
retired at the conclusion of the AGM in 
2021 and the other will retire at the end 
of the year.  

The Nomination Committee undertook 
a review of the other positions held 
by each Director to ensure that each 
has sufficient time to dedicate to the 
business of the Group. The Committee 
also considered if any conflicts existed 
which required to be disclosed and 
explained. The time commitments of 
the other Directors were considered 
reasonable and appropriate to them 
performing their duties to the Company. 

Further information on the outcome of 
the assessments of independence and 
time commitments and other conflicts of 
interests of Directors can be found in the 
Nomination Committee Report in the 
Polar Capital Holdings Annual Report.

We seek to understand 
key clients’ ESG and 
stewardship expectations 
and requirements on 
an ongoing basis, and 
this is an important 
consideration as we 
develop our own 
approach

https://www.polarcapital.co.uk/srp/lit/Noe5oB/Annual-Report-Accounts_31-03-2022.pdf
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Principle 4: Promoting  
well-functioning markets  

It is central to Polar Capital’s structure 
that the autonomous investment 
teams focus on specific and systemic 
investment risks. The oversight function 
provides additional understanding of 
these key risk areas.

The Group, like any business operating 
in the financial services sector, faces a 
number of challenges to its successful 
operation and growth. The principal 
risks and uncertainties are addressed 
through a risk management framework 
that provides a structured process for 
identifying, assessing and managing risks 
associated with the Group’s business 
objectives and strategy.

Polar Capital operates in a highly 
competitive industry and if it is unable to 
deal with adverse market and economic 
conditions, such as those unfolding as 
a result of the Russia/Ukraine conflict 
or COVID-19, its business could be 
adversely affected.

Polar Capital takes steps to mitigate 
these risks through clearly defined 
investment processes that aim to deliver 
active outperformance within agreed 
investment mandates. The GRC considers 
corporate, operational, distribution as 
well as investment and portfolio risk. It 
reviews all the portfolios managed by 
the Group and is presented analyses by 
the Group Risk team relating to portfolio 
structure, exposure, concentration, 
performance, liquidity and risk. 

The Group operates an independent 
investment risk management system, 
separate from the investment 
management teams. This independent 
risk control process is managed by the 
CIO, CRO and risk team, and monitored 
by the Operations and Compliance 

teams, with quantitative controls used 
to ensure portfolio characteristics are 
managed to a level consistent with 
clients’ investment objectives. 

As well as risk, the Risk team monitors 
the consistency of each fund’s 
investment style, looking at the market-
cap profile, value/growth weightings, 
P/E profile, P/Book profile, sector 
weights and sector rotation. Standard 
risk measures such as beta and tracking 
error are closely monitored. The 
portfolio’s active positions (stock and 
sector) are also monitored on a regular 
basis. Additionally, several other metrics 
(volatility, correlation, tracking error, 
VaR, stress tests, currency exposure, 
geographic exposure, sector exposure, 
Sharpe Ratios, betas) are calculated on 
a regular basis.

The use of stress testing and scenario 
analysis is incorporated into the 
risk monitoring for the funds. Polar 
Capital measures the potential major 

depreciation of a fund’s net asset value 
as a result of unexpected changes in 
the relevant market parameters and 
correlation factors. Past events utilised 
include 9/11, the 2008 global credit 
crisis, emerging markets crisis and so 
on. In addition, factor analysis is used 
to monitor the portfolio to highlight 
correlation among key asset classes and 
style risks. 

Key market and systemic 
risks over the period
This period has been dominated by 
Russia’s invasion of Ukraine and the 
knock-on effects on economies and 
stock markets as well as its tragic human 
impact. Its effects – including rising 
energy prices, inflation and interest 
rates; falling economic growth, share 
prices and consumer confidence – were 
magnified as they came so soon after most 
economies around the world had started 
to open up post-Covid and, for the UK 
and Europe at least, the end of the Brexit 
transition period on 1 January 2021. 
 
The market environment over the past 
decade, characterised by central bank 
purchases and easy monetary policy, 
has changed. Expectations of higher 
and persistent inflation are becoming 
more entrenched, and central banks are 
having to react, with interest rates rising 
across the world. The year to March 2022 
was notable for a significant increase in 
US 10-year Treasury bond yields, and a 
rise in US 10-year inflation break-evens 
to 2.8%, close to the highest level of 
inflation expectations since this data has 
been available. The US 2–10 year yield 
curve flattened throughout the year, 
ending March 2022 slightly inverted. 

Signatories identify and respond to market-wide and systemic risks to promote  
a well-functioning financial system

The principal risks 
and uncertainties are 
addressed through a risk 
management framework 
that provides a structured 
process for identifying, 
assessing and managing 
risks associated with 
the Group’s business 
objectives and strategy
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Rising inflation, and the beginnings of 
an interest rate tightening cycle, have 
their roots in both supply and demand 
effects. Supply disruptions started with 
Covid-19 and have become more marked 
in some areas due to the Russian invasion 
of Ukraine. At the same time demand, 
particularly in the US, remains reasonably 
strong. The labour market is tight, and the 
services sector is recovering following the 
COVID-19 halt. 

Frequent and severe weather events, 
global initiatives such as COP26 and the 
establishment of the Glasgow Finance 
Alliance for Net Zero (GFANZ), and the 
energy crisis in 2022 have all brought 
increased focus on the risks related to 
climate change, and the challenges and 
opportunities of transition to a low-
carbon economy. 

Investment insights related to 
systemic risks 
Regular contact is maintained with all 
clients and fund investors and the strategy 
of the Group is to diversify its product 
offering to be less susceptible to market 
movements and poor performance in 
different sectors or geographies.

The investment teams’ ongoing research 
and domain expertise allows them to 
identify any market-wide and systemic 
risks. Their autonomy allows them to 
assess how these might impact their 
Funds independently of each other, 
with oversight from Polar Capital’s risk 
management.

Over the year, our portfolio managers 
produced videos, webcasts, insight pieces, 
fact sheet and ad hoc commentaries 
explaining their position given the impact 
of systemic risks on their market and 
portfolios, actions taken to mitigate risk 
and the ongoing impacts of these risks on 
the environment and society. 

Client communications
Market-wide and systemic risks: 
Russia’s invasion of Ukraine; China’s zero-
Covid policy; rising (to peak?) inflation; 
higher interest rates; slowing economic 
growth. 

Market reaction: The potential for a 
new Cold War given the inter-relationship 
between China, Russia and the US; rising 
energy prices as Russia is the world’s largest 
gas exporter; economic sanctions against 
Russian banks, companies and individuals; 

turmoil in financial markets; supply-chain 
disruptions; slowing economic growth.  

Examples of investment team 
positioning 
Sustainable Thematic Equity:  
There is an increasing need for energy 
independence and an acceleration of the 
transition to clean energy, for which the 
Fund is well placed given its strategy is to 
invest in companies at the forefront of the 
global transition towards a cleaner, more 
efficient and sustainable energy future.

Emerging Markets & Asia: Growth-
oriented markets (India; China; Taiwan) 
are under pressure so work against a Fund 
with a growth and quality bias. Portfolio 
companies with exposure to value (eg 
ASEAN markets) fared relatively well. The 
team assessed the escalating geopolitical 
situation between Russia and Ukraine 
and sold out of two Russian assets held 
days ahead of the invasion of Ukraine and 
collapse of the Russian equity market. The 
increase in energy prices was a positive for 
Middle East holdings.

Technology: The Global Technology 
Fund had no direct exposure to Russia or 
Ukraine and reduced automobile/electric 
vehicle exposure given potential supply-
chain disruptions. They looked to increase 
(cyber)security and renewable energy 
holdings. Overall, the team is constructive 
on technology sector fundamentals while 
mindful of volatility, with a focus on 
companies with strong balance sheets.

Global Insurance: There is little material 
impact on the Fund from an underwriting 
perspective to Russia/Ukraine. The team is 
looking at cyber given security risks from 
Russia though few portfolio companies 
have direct cyber exposure. The Fund’s 
impact from Ukraine is mitigated by 
underweight positions in Europe and from 
weather-related risks through reduced 
catastrophe reinsurance exposure.

Bespoke client communication
The Sustainable Thematic Equity team 
produced a webcast explaining why 
geopolitical events in the first quarter of 
2022 should accelerate the adoption of 
clean energy, which sectors could benefit 
the most from this and how the Polar 
Capital Smart Energy Fund seeks out 
compelling opportunities across four key 
thematic investment clusters, investing 
for a decarbonised energy future that is 
smart, sustainable and secure.

They followed this with an article detailing 
the twin aims of cutting greenhouse gas 
emissions on the path to net zero and the 
accelerated push towards clean energy 
and energy independence.

Jorry Nøddekær, lead manager of the 
Polar Capital Emerging Market Stars 
Fund, produced a video that took stock 
of the macro picture and asked whether 
we had reached an inflection point for 
emerging markets. He also explained how 
the Fund had responded to the rapidly 
changing environment, with detail on the 
types of company he is focussed on.

The Technology team provided written, 
audio and video communications for their 
clients throughout the period, including 
a specific piece produced to outline how 
their core themes have developed and 
their outlook for each of them.

The Polar Capital Global Insurance 
Fund has been one of the stronger 
performers recently, describing non-life 
insurance as a “safe haven” in these 
volatile times. In the webcast they hosted 
towards the end of Q1, they talked clients 
through their performance during the 
pandemic and their long-term outlook, 
as well as giving their view on market 
conditions. 

These are just a few examples of the 
100+ written commentaries and 30+ 
videos and webcasts that we have put 
together on top of the client-focussed 
monthly, quarterly and annual fact sheet 
commentaries. 

Climate change
Climate change will be a defining factor 
in the future of the global economy, 
financial markets and society and our 
funds recognise climate change as a 
long-term systemic risk. Considerable 
work has been conducted to understand 
the emissions profile of our portfolios 
and identify the risks and opportunities 
associated with them.  

Climate-related risk data and analysis 
have been incorporated into the regular 
investment risk oversight meetings for 
all our funds. Over the past year, this 
process has been significantly developed 
to include a range of new data metrics 
and sources. 

https://www.polarcapital.co.uk/gb/professional/Investment-Insights/Post/4501/Clean_power_and_green_hydrogen_to_help_replace_Russian_gas/
https://www.polarcapital.co.uk/gb/professional/Investment-Insights/Post/4585/Are_we_reaching_an_inflection_point_for_emerging_markets/
https://www.polarcapital.co.uk/Technology-Strategy-Paper/#artificial-intelligence
https://event.on24.com/wcc/r/3719542/EA8B9B2A3292ACDB2168BB567581CFEF
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Initially, this information was provided to 
portfolio managers from the perspective of 
risk management. However, we have put 
considerable resource into linking analysis 
of climate risks on our funds’ portfolio 
and investee company performance, 
to the impact of our portfolios on the 
environment and society.

Our aim is to identify adverse sustainability 
impact indicators at the investee company 
level to determine the most material 
issues within each fund. This allows us 
to highlight and act on indicators as well 
as prioritise engagement and interaction 
with investee companies in the most 
meaningful way. 

We believe that when determining a 
company’s impact on the environment, 
factors such as carbon footprint, absolute 
emissions and emissions intensity as 
well as climate-related targets cannot 
be viewed independently and that all 
contribute to the impact assessment a 
company has through its greenhouse 
gas emissions. Furthermore, Polar Capital 
highlights that emission reduction within 
high impact sectors is of particular 
importance, as decarbonising the world’s 
highest emitting companies has the most 
material impact on the global reduction of 
carbon emissions. 

Polar Capital monitors carbon metrics at 
a fund level, however, in order to make 
real world impact, we believe the metrics 
highlighted above must be reviewed at 
the individual company level. 

Evidence of our increased focus on the 
climate strategy of our portfolios and 
investee companies is provided in this 
report through examples of our funds’ 
approaches to the integration of climate 
risk into their responsible investment 
approaches (Principle 7) and engagement, 
escalation and voting on climate-related 
issues (Principles 9-12). We expect to 
provide further information on our process 
as this develops, how our funds have 
taken action with investee companies 
through the stewardship tools available to 
them and report the outcomes of these in 
our next Stewardship Report. 

Industry-wide initiatives and 
involvement 
Polar Capital continues to participate in 
initiatives to promote well-functioning  
markets and aims to further increase its 

participation and contribution to such 
initiatives going forward.  

In June 2021, Polar Capital signed the 
UN PRI’s public engagement letter to 
the Secretary of the SEC, supporting the 
proposal for standardised disclosure of 
material climate and ESG information.

In 2021, Polar Capital became a member 
of Climate Action 100+, the investor-
led collaboration initiative aimed at 
engaging with the world’s largest GHG-
emitting companies to improve their 
climate strategies. In 2022, we became 
co-lead of our collaborative engagement 
with Reliance Industries, of which more 
information is provided under Principle 11. 
Our Global Insurance team continue to be 
active in the insurance industry around 
climate change. The portfolio managers 
continue to push for more action at a 
company and industry level, participating 
with bodies such as the Global Insurance 
Forum and Signatory for the London 
Centre for Disaster Protection as well 
as advocating for increased insurance 
penetration to close the protection gap. 
As well as direct conversations with 
companies, the team is also active with 
the Insurance Development Forum which 
is a collaboration established in 2016 
between insurers, the United Nations and 
the World Bank.

Polar Capital’s sustainability and legal 
teams have been actively involved in 
various IA forums focused on promoting 
responsible investment and stewardship 
practices. These forums have been 
valuable in developing our understanding 
and informing our approach to the 
relevant topics within our business. 
The IA TCFD Implementation Forum 
shares challenges faced across client 
expectations, data and methodologies 
related to emissions and broader TCFD 
reporting. The recently launched IA 
Net Zero Forum supports members 
through expert insights and sharing of 
best practices to understand net zero 
alignment methodologies, frameworks 
and challenges and has also been useful 
in progressing our understanding of and 
approach to portfolio net zero alignment 
assessment. 

The IA SFDR Implementation Forum has 
continued to be an invaluable source 
for understanding peer and industry 
interpretation and implementation of 

the various elements of the EU SFDR and 
Taxonomy regulations. 

In 2021, Polar Capital participated 
in a roundtable discussion held by 
MSCI ESG with the intention of MSCI 
better understanding the challenges 
faced by asset managers around SFDR 
implementation to better tailor its data 
and reporting products to these needs. 

Polar Capital is also committed to improve 
diversity within our company and promote 
diversity within our sector. To this end, 
we are a member of #includedAWM, 
an initiative within the wealth and asset 
management industry. 

In April 2021, Polar Capital became a 
member of The Diversity Project, an 
investment industry initiative working to 
promote an inclusive culture across the 
industry. Polar Capital’s CEO is an active 
participant on the Advisory Committee, 
and the Group has participants working 
as part of multiple workstreams, covering 
topics from Early Careers and Race & 
Ethnicity Marketing to Mental Health.

Our Global Insurance team has engaged 
with a number of companies and the 
industry more broadly to raise awareness 
of the role nature-based solutions can play 
in increasing societies’ resilience to natural 
catastrophes. Projects that investee 
companies have been directly involved 
include mangrove restoration (to reduce 
the impact of storm surge) to rewilding 
initiatives (to reduce flooding and increase 
biodiversity) with Polar Capital a sponsor 
of Heal Rewilding. The importance of 
biodiversity is something that not every 
company management team has yet to 
appreciate, and the team has sought to 
raise awareness of the alignment between 
the partnership opportunities between 
nature-based solutions and insurance 
solutions.

https://www.insdevforum.org/
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Principle 5:  
Review and assurance 
Signatories review their policies, assure their processes and assess the effectiveness 
of their activities

In a complex business environment, the 
management of risk through the design 
and implementation of sound internal 
controls combined with the need for 
a clearly defined regime of corporate 
governance, rigorously applied, remains 
at the forefront of the minds of the Board 
and employees of Polar Capital. Today, 
financial services have become one of the 
most highly regulated industries and we 
aim to create a culture which recognises 
the importance of adhering to the spirit 
and intent rather than just the letter of 
these demanding standards.

The day-to-day controls and systems 
operating within Polar Capital are 
designed to deliver the standards 
expected of the company, both now and 
in the future as we continue to grow, 
and to provide clients, regulators and 
investors with comfort of how the key 
risks facing the company are identified 
and controlled. We have worked hard 
to win a reputation for, first, delivering 
top class investment performance and,  
second, for building a robust and scalable 

operational infrastructure which supports 
and is monitored by an integrated and 
effective control environment. 

Polar Capital continues to develop and 
refine its procedures and is committed 
to maintaining, throughout the 
organisation, a comprehensive set of 
controls within a working environment of 
constant vigilance to the changing risks 
facing the business. 

For a system of internal controls to be 
effective, the whole organisation must 
support and operate the controls so 
that they become embedded in the 
fabric of every business decision. Polar 
Capital conducts a comprehensive risk 
monitoring programme on a continuous 
basis.  

Our compliance team reviews all policies 
at least annually. If any amendments 
and adjustments need to be made, they 
are completed on a case-by-case basis 
– for example, when there is a change 
in regulation, or a recommendation is 
made by the FCA, other regulators and/
or external consultants. Changes are also 
logged by the compliance team.

The compliance team updates these 
policies through careful assessment of 
whether all references are still current. For 
example, they ensure all FCA handbook 
references are updated and remain valid. 
The policies are then sent to the Head 
of Compliance to review and approve. 
Final sign-off and review is done by the 
Group’s CLCO.

Our compliance monitoring program 
looks at different risk areas across the 
Group and, where certain policies apply, 
the team will test whether the policy is 
being adhered to. Both the Head of 
Compliance and CLCO then review the 
reports and have final sign-off. If any 
issues/discrepancies are found, they will 

be escalated to the CLCO and remedied. 
If a policy/procedure is not being 
followed, controls will be re-assessed to 
determine whether additional or new 
controls should be put in place to ensure 
compliance in the long term. 

Monitoring also includes the annual 
declaration made by all members of staff 
which requires attestations of knowledge, 
understanding and compliance with key 
policies and procedures.

All staff are required to undertake 
compliance training on an annual basis. 
There are certain key modules that all 
staff are required to complete, including 
anti-money laundering, anti-bribery 
and corruption, conflicts of interest 
and market abuse among others, and 
modules that are undertaken according 
to role, such as client-facing positions.

ESG 
As our investment teams have adopted 
formal approaches to ESG incorporation, 
the ESG-related obligations and 
restrictions on our funds have increased. 
Polar Capital prides itself on the principle 
of investment team autonomy, however, 
we have a responsibility to ensure that 
teams’ ESG practices are supported by 
central oversight and monitoring of 
commitments, limits, ESG and climate-
related risk. Over the course of the period 
and through 2022, internal processes 
were reviewed to ensure compliance 
with ESG commitments and that our 
funds remain true to their label. This 
has resulted in enhanced processes 
that involve our Sustainability, Legal, 
Product Management, Compliance 
and Operations teams.  
 
 
 
 

Polar Capital prides 
itself on the principle 
of investment team 
autonomy, however, we 
have a responsibility to 
ensure that teams’ ESG 
practices are supported 
by central oversight 
and monitoring of 
commitments, limits, ESG 
and climate-related risk
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In order to adopt a formal policy for ESG 
or reclassify a fund from Article 6 to Article 
8 or 9 under SFDR, the proposed change 
must go through an internal review 
process. The proposal is developed in 
conjunction with our Legal, Sustainability 
and Product teams to ensure the process 
is credible, rigorous and evidencable, and 
reviewed within the context of relevant 
regulation. The proposal is reviewed 
and approved by the PGC, external legal 
counsel, management company and fund 
board, before being submitted to the 
relevant central bank.

Where funds employ an exclusion policy in 
addition to their ESG integration approach, 
the Sustainability and Compliance teams 
will maintain exclusions lists within the 
ESG limit census, maintained by the 
Compliance team who also implement 
the exclusion lists for the relevant 
fund into the Bloomberg compliance 
manager system, which is in turn 
implemented by the Operations team.  
 
Committee structure  
The Sustainability Committee structure 
was informally reviewed in the first 
quarter of 2022 to ensure it was delivering 
its key objectives and best serving our 
sustainability strategy. As a considerable 
portion of effort of the committee 
had been focused on investment-
related issues, it was resolved that the 
Responsible Investment Working Group 
be established. This was done to ensure 
the Sustainability Committee remains 
able to cover investment and corporate 
ESG initiatives, to develop the Working 
Group as a forum focused on responsible 
investment and to ensure all funds are 
represented. 

Polar Capital’s stewardship reporting is 
provided through due diligence and client 
requests, fact sheets, presentations and 
annual reviews.

In due diligence requests, stewardship 
activities are provided by and reviewed 
by the portfolio management teams 
and the Head of Sustainability. Any fact 
sheet, ESG or stewardship disclosures 
are produced by the investment teams 
and reviewed by the Compliance team. 
ESG and stewardship disclosures in the 
annual report are produced by the Head 
of Sustainability in conjunction with 
members of the Sustainability Committee. 

The Polar Capital Holdings plc Board of 
Directors is responsible for producing the 
Annual Report and Accounts.

This UK Stewardship Code Report has 
been prepared by the Sustainability team, 
the Polar Capital Holdings plc Board and 
ARC has oversight over the reporting 
process and has reviewed the report.

As the governing body of the regulated 
entity, Polar Capital LLP, the Executive 
Committee has made the final approval 
of the document.

Independent assessment on 
our ESG and stewardship 
activities
As described above, the Compliance team 
monitors all activities within the business 
and produces risk maps specific to each risk 
area within the Group. An ESG risk map 
captures all ESG activities and processes in 
place. Some of the monitoring and testing 
areas include reviewing:
• • risk reports for ESG oversight

• • the UN PRI requirements and 
disclosures made by Polar Capital 

• • regulatory developments and 
requirements within the ESG 
landscape 

• • the proxy voting policy and procedures 

• • the Group level approach to ESG

• • disclosure information (e.g., post-
SFDR implementation) 

Compliance monitoring of Polar Capital’s 
ESG activities takes a risk-based approach 
and is completed on a quarterly, six-
monthly and annual basis. As ESG scope 
expands in size, more monitoring areas 
will be added to ensure stewardship and 
ESG developments are met and achieved. 

Internal controls
The Board has overall responsibility for 
the Group’s system of internal controls, 
including its risk management framework, 
compliance and financial reporting.

Polar Capital’s system of internal controls 
is designed to manage, rather than 
eliminate, the risk of failure to achieve 
business objectives. It is recognised 
that such a system can only provide 
reasonable, but not absolute, assurance 
against material misstatement or loss.  

Any incidents are reviewed to ensure 
there are no systemic issues and additional  
controls are put in place to prevent 
recurrence.

As part of its role, the Audit and Risk 
Committee (ARC) has reviewed and 
monitored the effectiveness of the internal 
controls for the year ended 31 March 
2022, approved the ISAE 3402 internal 
controls report for the nine months to 31 
December 2021 and agreed to appoint an 
external supplier of internal audit services.

Overall, the ARC has concluded there was 
a satisfactory process in place to identify 
and manage the business risks.

UN Principles for Responsible 
Investment (UN PRI)
Polar Capital is a signatory of, and is 
committed to uphold, the UN Principles 
for Responsible Investment and submitted 
our second PRI report in March 2021. 
Due to ongoing issues with the UN PRI 
reporting and delays on assessment across 
the industry, our assessment is expected 
in the third quarter of 2022. 

We made our first report to the PRI 
in early 2020, receiving a B-rating for 
‘Strategy and Governance’, an A-rating by 
the PRI for ‘Listed Equity – Incorporation’, 
and an A-rating for ‘Listed Equity – Active 
Ownership’. We believe we have made 
considerable progress across the PRIs, 
both in the period up to submitting our 
most recent report and in the year since 
then.  

Our 2020 Transparency Report can be 
found on our website:

2020 Transparency Report

https://www.polarcapital.co.uk/srp/lit/m5B4pb/Public-Transparency-Report_31-12-2020.pdf
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Principle 6:  
Client and beneficiary needs 
Signatories take account of client and beneficiary needs and communicate the 
activities and outcome of their stewardship and investment to them 

Clients 
Polar Capital provides investment 
management services to a client base 
that is predominantly UK and Europe-
based professional, wholesale investors, 
along with an increasing number of 
institutional investors. Our goal is to 
help them all achieve their long-term 
investment objectives. 

Our product management team reviews 
the target market classification of all 
our funds to ensure we accurately 
classify and market our funds to the 
right clients, looking at factors such 
as investor type (retail, professional or 
institutional), return profile (growth or 
income) and investment time horizon. 
All Polar Capital funds are recommended 
to be held for the medium to long term, 
which we define as three years or more. 

In Q4 2022 we intend to incorporate 
ESG preferences into the target market 
classification review. 

Communicating with our 
clients 
We interact with our clients through 
our Client Service and Distribution team 
as well as the investment teams. They 
maintain contact through virtual and in-
person meetings (including interviews 
with appropriate media outlets and 
direct meetings with shareholders), 
presentations and our annual Polar 
Capital Investor Conference. The content 
of these meetings ranges from fund 
performance updates to initiatives that 
Polar Capital is involved in; the frequency 
of these meetings is on a case-by-case 
basis.

During the year, 3,434 client meetings 
were held, in 803 of which a portfolio 
manager was present. 

Over the reporting period, the Firm 
continued to significantly increase 
engagement with clients and 
shareholders on ESG and stewardship. 
These interactions have been valuable in 
informing our approach to incorporating 
ESG and stewardship at a fund level as 
well as understanding the expectations 
of clients for corporate sustainability. The 
Board receives a report on distribution 
and client servicing at each Board 
meeting.

After the enforced period of remote 
working and client servicing, we were 
delighted to return to the office and be 
back with colleagues and meeting clients 

Source: Polar Capital, as at 31 March 2022.

Below is a breakdown of our client base by client type and region as at 31 March 2022. 

Investor mix by geography Investor mix by holdings

%

 US & Canada 59.0%

 Europe 23.2%

     Asia Pac (ex-Japan) 10.1%

     Japan 3.4%

     Middle East & Africa 1.1%

     Latin America 0.4%

     Unclassified 0.0%

     Cash 2.7%

%

 Bank 24.0%

 Platform 21.0%

     Polar Investment Trusts 20.0%

     Private Wealth Manager 15.0%

     Asset Manager 9.0%

     Fund of Funds 4.0%

     Insurance Company 1.0%

     Family Office 1.0%

     Other 2.0%

     Pension Fund/ Foundation 3.0%

     Consultants 0.0%
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in-person once again. At the same time, 
the reduction in lockdown restrictions 
meant our distribution and investment 
teams have been able to go back to 
seeing clients face-to-face and we held 
a number of Covid-19-secure events, 
including the return of our successful 
London-based investor conference. 

We aim to provide our clients with 
exceptional service and support and we 
believe that face-to-face engagement 
remains a key element of that provision. 
Pleasingly, and testament to this 
commitment, we ranked sixth out 
of 72 fund managers in the UK for 
“keeping clients informed” in a research 

1. Source: Broadridge, May 2022.

programme of professional fund buyers 
conducted by Broadridge1. 

However, in a trend accelerated by the 
pandemic, the way in which clients are 
engaging with us has changed and for 
many of them that engagement, at least 
initially, is increasingly digital. In response, 
we continue to focus on and invest in our 
digital marketing capabilities, aiming to 
further enhance and expand the way 
in which we engage and communicate 
with our clients. 

Our goal is to configure and optimise our 
distribution, client services, marketing 
and communication so it is increasingly 

tailored to specific client segments and 
geographies. This is fast becoming a point 
of differentiation and a way for smaller 
asset management firms to compete 
with larger groups beyond simply price 
and investment performance. 

By successfully combining our sales and 
digital marketing capabilities we are 
extending the reach of our distribution 
to accelerate growth and facilitate 
our strategy of growing through 
diversification.

We communicate directly with clients 
during their due diligence on our funds 
and, increasingly, ESG and stewardship 

Developed 86.8%

Frontier 0.1%

Emerging 8.8%

Market Cap Exposure

Market Exposure

%

 Mega Cap (>$100bn) 28.6%

 Mid to large cap ($10bn - $50bn) 21.1%

     Large Cap ($50bn - $100bn) 13.1%

     Small Cap ($1bn - $5bn) 12.8%

     Small to mid cap ($5bn - $10bn) 10.7%

     Micro Cap ($0.5bn - $1bn) 3.4%

     Nano Cap (<$0.5bn) 1.5%

     Unclassified 5.4%

     Cash 2.7%

Total 100%

Asset Class Exposure

%

 Equity 95.16%

 Convertible Bonds 3.83%

     Long/short equity 0.75%

     Mixed Assets 0.26%

Total 100%

Source: Polar Capital, as at 31 March 2022.
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practices are a core element of this. 
Therefore, we communicate with clients 
openly about these practices and the 
policies behind them as well as activities 
at a Firm and fund level. 

During the 12 months to March 2022, we 
started adding ESG information on each 
of the Polar Capital funds with Article 
8 or 9 designations under SFDR. These 
are on dedicated ESG pages on each 
fund’s website, showcasing the fund 
and investment team’s ESG process and 
philosophy when it comes to managing 
client money.

In addition to regular reporting through 
fact sheet commentaries, dedicated 
sustainability-related disclosures and 
annual report updates, we produced 
around 130 investment insights – 
through a combination of written 
articles, video, radio appearances, 
webcasts and podcasts – that were sent 
to clients and published on our website. 
The topics covered ranged from market 
and thematic updates, the investment 
analysis of key events, up-to-date news 
comments and ESG-related insights from 
our specialist fund managers.

Responsible investing and ESG-related 
insights included:
• • A decarbonised energy future

• • Clean, electric and efficient energy

• • COP26 and the road to net zero

• • Carbon-free energy independence

• • Energy independence

• • Rare earth materials

• • From ‘evolution’ to ‘solution’ in smart 
energy

• • Sustainable, safe, efficient: Smart 
Mobility in the fast lane

Communication with 
shareholders 
Shareholders are key beneficiaries of 
our Group. The ongoing support and 
engagement of our shareholders is vital in 
helping us deliver our long-term strategic 
objectives and growing the business. 

Roadshows are arranged each year after 
the annual and interim results to allow 
the CEO and the Finance Director to meet 
with potential and existing shareholders 
to discuss the financial performance of 
the Group.

Our 2021 AGM was held at our offices in 
London and was open for shareholders 
to attend in person. All voting was 
carried out by poll voting, with the 
results disclosed on the London Stock 
Exchange and the Company’s website 
post-meeting, showing a comfortable 
majority in favour of each resolution. 
The 2022 AGM was held in our London 
Office in September and shareholders 
were  able to engage directly with the 
Board and senior management. 

The Chair contacts and is available to 
meet major shareholders without the 
Executive Directors present to facilitate 
direct feedback.

In the Polar Capital Holdings Annual 
Report Directors’ Duties and Section 
172 Statement, the Board, when 
considering principal decisions, focused 
on communicating the Group’s approach 
to ESG and how it relates to the key 
stakeholders (as set out on pages 34 and 
43 of the 2022 Annual Report  (ARA)) as 
well as the need to maintain a reputation 
for high standards of business conduct 
and the need to act fairly between the 
shareholders of the Company (ARA page 
51). 

Other responsible investment, 
stewardship and sustainability 
communications

UN PRI 
We communicate our overall approach 
to responsible investment through the 
UN PRI reporting process, publishing 
our Transparency Report on our website 
as recommended by the UN PRI, to 
allow clients access to information 
on our practices following the UN PRI 
assessment format.   

Annual Report
For the second year, we have included 
a sustainability report within our ARA, 
within which we provide insight on the 
developments and initiatives related 
to our internal and external corporate 
sustainability initiatives as well as our 
approach to responsible investment and 
stewardship. 

The Annual Report also includes Board-
level disclosures such as the Directors’ 
Duty Statement, Section 172 Statement 
under the Companies Act and a 
Corporate Governance Report against 
the QCA code.

Building on our first sustainability 
report in 2021, we provided additional 
information on key developments 
related to our responsible investment 
practices. For the first time, we provided 
information in line with recommendations 
of the TCFD, an ongoing process which 
we began this year by disclosing the 
governance structures that enable 
our climate change strategy and risk 
management framework. We aim to 
enhance these processes, improving 
our risk management to deliver more 
efficient and accurate data to our 
portfolio managers. Climate modelling is 
a complex task, and we continue to strive 
to improve our ability to incorporate 
climate data into decision-making and to 
further measure and report the metrics 
and targets for our climate-related 
risks and opportunities to our clients, 
shareholders and other stakeholders.

More information from this report can be 
found on page 34 of the ARA. 

SFDR-related reporting
The EU’s SFDR came into force in March 
2021. In its first year, the biggest impact 
has been the requirement for investment 
teams to provide product-level disclosures 
on the sustainability characteristics and a 
self-classification of investment products 
according to specific SFDR categories. 

More information on the classification 
of funds under SFDR, key elements of 
our process and breakdown of funds 
classified as Article 8 or 9 is provided in 
Principle 7. Here, we detail the increased 
communication with clients formally and 
informally in relation to SFDR. 

In addition to regular 
reporting through fact 
sheet commentaries, 
dedicated sustainability-
related disclosures and 
annual report updates, 
we produced around 130 
investment insights that 
were sent to clients and 
published on our website

https://www.polarcapital.co.uk/srp/lit/m5B4pb/Public-Transparency-Report_31-12-2020.pdf
https://www.polarcapital.co.uk/srp/lit/Noe5oB/Annual-Report-Accounts_31-03-2022.pdf#page=36
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ESG information of funds classified as 
Article 8 or 9 under SFDR are detailed 
on the ESG page of the relevant fund’s 
website. This includes each fund’s ESG 
policy, key characteristics of their ESG 
approach, the methodology for ESG 
assessment and their engagement 
approach. 

In addition, in the Annual Report any 
funds classified as Article 8 or 9 produce 
a report on their ESG approach, the ESG 
characteristics/ESG objectives of the 
fund, how and to what extent the fund 
has attained them, and what actions 
were taken to achieve them. 

Information on the consideration of ESG 
risks by all our funds in the scope of SFDR is 
included in the pre-contractual disclosure 
of each fund. For Article 8-classified 
funds, further information is provided on 
the sustainability characteristics on each 
fund’s website, with additional reporting 
on the attainment of these characteristics 
in the periodic reporting of the funds 
from 2022.

Going forward, it is intended that 
information will be reported on principal 
adverse impact (PAI) indicators, such as 
the carbon footprint of the portfolio, 
weighted average carbon intensity and 
board gender diversity. 

Voting record 
Our voting records are published annually 
on our company website and are detailed 
under Principle 12. As part of the new 

ESG web pages produced for Article 
8 funds, we now provide their voting 
records annually. 

Engaging with clients
ESG and stewardship practices have 
become more important to our clients 
and portfolio managers over the 
past year. As we navigate a changing 
regulatory environment, with changing 
standards and expectations of our clients, 
it is imperative to continue to understand 
the needs of our clients. As mentioned, 
our Distribution team and portfolio 
managers met with clients extensively 
over the reporting period and responsible 
investment-related engagements were 
often part of these meetings. 

Client relationship managers continued 
to actively encourage and facilitate a 
dialogue in which we share our approach 
with clients and learn their requirements 
and expectations. These have focused 
on topics related to SFDR, such as 
the approach and demand for funds 
investing in sustainable investments, the 
consideration of PAIs by funds, as well as 
understanding clients’ key objectives for 
the coming year. 

The information is communicated, directly 
or through the Sustainability Committee 
and Responsible Investment Working 
Group, to investment staff, the Head of 
Sustainability, CEO and CIO depending 
on the topic of the engagement. The 
majority of our funds are open-ended, 
therefore we have hundreds of clients, 

all of whom may have slightly different 
expectations and approaches to 
responsible investment and stewardship. 
While, we aim to understand these, 
as well as emerging best practice, it is, 
however, our prerogative to develop our 
stewardship approach in a way that fits 
our size, business model and our funds’ 
investment philosophies. 

https://www.polarcapital.co.uk/srp/lit/NjxvxG/Annual-Report-Audited-Financial-Statements_Polar-Capital-Funds-plc_31-12-2021.pdf
https://www.polarcapital.co.uk/gb/individual/ESG-and-Sustainability/Responsible-Investing/
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Principle 7: Stewardship, 
investment and ESG integration 
Signatories systematically integrate stewardship and investment, including material 

environmental, social and governance issues, and climate change, to fulfil their 

responsibilities

 
Active management providing long-term 
fund performance for our clients underpins 
what we do at Polar Capital. To achieve 
this, our investment teams benefit from a 
devolved structure, where each investment 
team has autonomy over their own 
investment strategy, where there is no one-
size-fits-all investment approach. As such, 
analysis and interpretation of ESG issues is 
specific to each investment team.

Consideration of ESG issues is not new. 
It has been part of the research and 
evaluation process used by Polar Capital’s 
portfolio managers for many years and 
incorporated in their assessment of the 
risks and opportunities facing companies in 
which they may invest. What is new is how 
this is prioritised and communicated to 
clients, driven  by our desire to meet client 
demand and subsequent regulation.

ESG factors can influence an investment 
team’s view of a company’s growth rate 
assumptions, competitive position and 
the discount rate used in financial models. 
We do not view ESG questions as non-
financial. These issues have the potential 
to affect the long-term financial profile 
of companies in the same way as more 
obvious financial considerations such as 
sales, margins and asset returns.

Data and resources
The autonomy of each investment team 
means they can use a variety of information 
and data sources to assist with their 
assessment of, for example, a company’s 
financial reports, sustainability reports, 
third-party ratings and information from 
other data providers.

Polar Capital utilises company ESG 
assessments and metrics predominantly 
from third-party research provider 
MSCI ESG Manager. This research is 
complemented with other research 

providers such as Bloomberg and ISS. Each  
investment team has full access to the MSCI 
ESG Manager platform as well as accessing 
the MSCI data through Bloomberg. On a 
monthly basis, the investment teams are 
supplied with an automated ESG report 
highlighting each company’s respective 
environmental, social and governance 
scores. The report states the five lowest 
scoring companies within every strategy 
in each of the environmental, social and 
governance categories. Furthermore, the 
report aggregates ESG scores to produce 
portfolio-level ESG scores compared 
against the fund’s respective benchmark. 

As noted in Principle 6, Polar Capital’s 
central sustainability team meet with MSCI 
quarterly and on an ad-hoc basis to review 
their products and output. The sustainability 
team and investment teams also engage 
directly with MSCI and ISS frequently to, 

for example, challenge specific data points  
and request they are updated to improve 
accuracy or reflect recent company 
announcements, understand and challenge 
methodologies and reasons for analysis or 
ratings assessments of companies. 

Oversight
Each strategy is reviewed in detail every 
four months in a meeting with the 
lead portfolio manager and the Head 
of Sustainability. Further in-depth ESG 
analysis, in the form of an internal report 
of each company within the portfolio 
produced by the Sustainability team forms 
the starting point for discussion in the 
oversight meetings. As part of the report, 
the Sustainability team monitors changes in 
aggregated ESG scores of the strategy and 
any material company changes in ratings. 
The portfolio is screened from a norms and 
controversies perspective to highlight any 
lagging company practices with regards to 
the UNGC principles, global norms, human 
or labour rights. The report highlights 
any companies with material business 
involvement activities of particular interest 
to the strategy. Finally, company-specific 
carbon performance data and aggregated 
portfolio-level carbon metrics are included 
for review. Portfolio managers have access 
to the full specialist ESG research and, as 
is the case with conventional third-party 
investment research, they do not always 
agree with the third-party ratings, but 
they can assess the consensus view. The 
appropriate course of action remains the 
portfolio manager’s prerogative.

 
 
 
 
 
 
 
 
 

Our investment teams 
benefit from a devolved 
structure, where each 
investment team 
has autonomy over 
their own investment 
strategy, where there 
is no one-size-fits-all 
investment approach. 
As such, analysis and 
interpretation of ESG 
issues is specific to each 
investment team
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Net zero analysis  
Polar Capital has access to the extensive 
data modules available on MSCI ESG 
Manager, including the various carbon data 
sets. This allowed us to develop and assess 
carbon related risks and opportunities 
within funds and also across the Group. The 
Sustainability team has been developing the 
ability to evaluate our funds’ holdings using 
the IIGCC Paris Aligned Investment Initiative 
Net Zero Framework. The framework 
sets out a number of components for an 
effective net zero investment strategy, 
with recommendations on the key actions 
and methodologies that can be used to 
implement such a strategy. Under the 
framework, the validity of a company’s 
progress towards a net zero future is 
assessed using the Climate Action 100+ 
benchmark criteria that relies on a mixture 
of quantitative disclosures and goals, and 
qualitative policies and strategies towards 
a net zero future. With the increased 
data capabilities, we have developed an 
assessment of portfolio companies on key 
IIGCC framework requirements such as 
net zero ambition, analysing short- and 
medium-term targets, company disclosure 
levels etc. ESG Manager carbon metrics 
data is complemented by data and analysis 
from specific carbon organisations such 
as the Science Based Targets Initiative, 
Transition Pathway Initiative and Climate 
Action 100+ Benchmark assessments. The 
analysis aims to assess progress already 
made towards net zero and also the scale 
of commitment portfolio companies have 
made for years to come.

A key criterion of the IIGCC framework is to 
focus on companies with particularly high 
carbon risk that fall within the high impact 
sectors, as defined by the IIGCC.  Over 
the next year we hope to develop further 
a coordinated approach to engaging with 
companies within the high impact sectors 
that haven’t started their net zero journey. 
Furthermore, while this portfolio company 
net zero analysis is maintained by the 
Sustainability team it will play an increasing 
role in fund oversight and the consideration 
of principal adverse impacts of funds.  

While many portfolio companies have 
begun their net zero journey, there is still 
a significant proportion of these companies 
that do not disclose any data. Polar Capital 
will continue to encourage portfolio 
companies to disclose their emissions data 
and begin to assess the implications of 
climate change on their businesses.

SFDR
The implementation of SFDR has led to 
the classification of funds in scope of the 
regulation – those marketed to European 
investors – under three key categories:

• • Article 6: a mainstream investment 
product that may consider ESG factors 
from a risk management perspective 

• • Article 8: where a product promotes, 
among other characteristics, 
environmental or social characteristics, 
or a combination of those 
characteristics 

• • Article 9: products with sustainable 
investment as their investment 
objective

Although the SFDR classification system 
is not in itself a label or accreditation 
of responsible investment, our internal 
framework and sign-off process requires 
evidence of a systematic and rigorous 
process of responsible investment and 
stewardship, and clear articulation and 
evidence of the sustainability characteristics 
of the funds in order to be eligible for 
classification as Article 8 or Article 9 under 
SFDR. 

Therefore, our funds’ progress in 
classification under SFDR and the 
commitment to achieving sustainability 
standards are good indicators of the 
progress towards incorporating responsible 
investment and stewardship in the 
investment processes of our funds. As at 
31 March 2022, eight of our UCITS/SICAV 
funds were classified as Article 8 while 
the subsequently launched Smart Energy 
and Mobility funds, with an investment 
focus on energy transformation and the 
decarbonisation of the global energy and 
transport sectors, are classified as Article 9.

At the time of writing, a number of 
funds in scope of the SFDR have been 
through the review and sign-off process 
for reclassification to Article 8 and been 
approved by the relevant central bank

ESG labels
Over the period, several funds sought 
external accreditation and validation of their 
sustainable approaches. The Polar Capital 
Healthcare Opportunities, Biotechnology, 
Smart Energy and Smart Mobility funds 
were awarded the Towards Sustainability 
label (issued by Febelfin, the Belgian 

financial sector federation). The label seeks 
to set a high standard for sustainable and 
socially responsible investment products.

The Melchior European Opportunities Fund 
continues to hold the LuxFlag ESG label 
(Luxembourg), also setting a high standard 
and demonstrating a rigorous ESG process.

Engagement and voting 
We consider engagement and voting 
integral parts of our funds’ responsible 
investment and stewardship approaches 
(further information on this is provided in 
Principles 9-12). As engagement and voting 
are so fundamentally tied to the overall 
responsible investment process of our funds, 
case studies provided in these principles 
contain references to ESG integration, 
engagement and voting, and have been 
included where most appropriate. 

Exclusions
Our funds have discretion over whether 
they adopt an exclusionary approach in 
their process. This allows investment teams 
to adopt a strategy that fits their investment 
philosophy and beliefs. Examples of 
exclusion approaches taken by funds are 
provided as case studies below. 

Polar Capital implements a firm-wide 
exclusion on all companies involved in the 
production of controversial weapons such 
as cluster munitions and antipersonnel 
mines, and also considers EU sanctions, the 
US OFAC list and UN-sanctioned entities.

SFDR Status - 31 March 2022

27%

43%

30%

0.2%

%

 Article 6 43.18%

 Article 8 29.80%

     Article 9 0.21%

     Other 26.80%

Total 100%

Source: Polar Capital, as at 31 March 2022.
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The Sustainable Thematic Equity team’s 
investment philosophy for the Smart 
Energy Fund is based on the conviction that 
sustainable companies providing highly 
competitive technologies and solutions to 
the transformation and decarbonisation 
of the global energy sector towards a 
lower carbon emission footprint will deliver 
sustainable shareholder value in the long 
term, outperforming their peers.

The investment team builds the thematic 
investment universe with sustainable 
companies that have significant positive 
contributions to the Smart Energy theme 
through their technologies and solutions. 
A company’s sustainability performance is 
then included in the overall fundamental 
analysis, which may impact its valuation, 
thereby influencing its attractiveness. 
This is done in the belief that sustainable 
companies reduce risks while providing 
positive, long-term returns. Furthermore, 
in portfolio construction, the investment 
team actively monitors and manages 
sustainability risks through controversy 
monitoring and engagement activities 
on sustainability issues based on carefully 
selected themes. The team also engage 
in active ownership activities, consisting 
of proxy voting and engagement, aiming 
to improve the risk/return profile of their 
investments while positively impacting and 
contributing to society.

The investment team invest across the 
clean energy value chain, including 
renewable power generation, energy 
distribution and management 
(infrastructure and storage), as well as 
energy efficiency technologies targeting 
the industrials, transportation, buildings 
and IT end markets.

The investment team analyse how 
well a company manages its material 
environmental, social responsibility and 
governance issues and include this in 
their company assessment. Factors that 
may be assessed include, for example, 
a company’s supply-chain management, 
human capital management, its capacity 
for innovation, its environmental 
and social impact, including any 
ESG controversies and its corporate 
governance structure. 

The investment team base their ESG 
analysis on their own proprietary 
approach and may from time to time 
use a mix of independent inputs to the 
ESG data. They believe they have better 
insights than some of the data providers 
given the experience and expertise of 
the investment team on sustainability 
research, constant interaction and 
engagement with management 
teams and their thorough research 
process. Hence, they believe their 

own analysis and approach is a further 
source of potential alpha. For example, 
significant concerns and controversies 
on a company’s business ethics, 
governance structure or poorly designed 
management remuneration structure 
may create undesirable downside risk 
for shareholders which the investment 
team may be unwilling to accept. 
Similarly, controversies on social issues 
such as human rights issues, labour 
disputes, workplace safety or community 
engagement may also harm a company’s 
reputation, potentially negatively for 
sales, liabilities and litigation. This 
sustainability analysis complements their 
investment thesis qualitatively but may 
also impact their quantitative assessment 
of a company, for example by affecting 
growth, profitability and cost of capital 
assumptions.

Each member of the investment 
team meets (in person or virtually, 
via roadshows or conferences) with 
representatives of approximately 80 to 
120 companies throughout the year. This 
is complemented with meetings with 
industry experts (trade fairs; organised 
events) as well as contacting the company 
on an ad hoc basis as a way of assessing 
or monitoring specific issues or prospects 
(financial or sustainability-related) for the 
company.

Polar Capital Reference 
Portfolio

Active Ownership  
Engagement

• • Universe 
fundamental research

• • Exclusion policy
• • Do-No-Significant-

Harm (DNSH) & good 
governance

• • Minimum thematic 
exposure

Proprietary Universe

• • Technology trends
• • Regulations & 

policies
• • Proprietary sector 

models
• • Sub-cluster 

attractiveness
• • Competitors analysis
• • Valuation screening

Idea Generation

• • In-depth company’s 
due dilligence

• • Investment case 
integrated with ESG 
analysis

• • Scenario analysis and 
financial risk/reward

• • Non-consensus views

Fundamental Analysis

• • Stock selection and 
monitor (sub-) cluster 
weights

• • Investment 
guidelines

• • Risk/return 
characteristics

• • (ESG) Risk 
management & 
monitoring

Portfolio
ca.250 companies ca.40-80 companies

Sustainability factors are being integrated throughout the whole investment process (in green)

The below graphic provides an overview of the team’s four-step investment process.

Case Study: Polar Capital Smart Energy Fund’s ESG integration 
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Case Study: Melchior European Opportunities

Since inception, the investment team 
have conducted in-house fundamental 
analysis into every company in which 
they have invested. This process includes 
specific analysis and commentary on any 
ESG issues. Any material ESG issues are 
now documented on an ongoing basis. 
The team use a number of other external 
sources such as corporate disclosures (e.g. 
annual reports), Bloomberg data, sell-side 
research notes and third-party websites 
to further enhance their research and to 
crosscheck both their own internal analysis 
and the data from MSCI ESG Manager to 
build a complete picture of each business 
and their ESG impacts.

If, on ESG factors alone, a company’s 
performance starts to diverge from the 
original investment thesis, the portfolio 
manager will, in the first instance, attempt 
to engage with management through 
direct company contact and, where 
possible, voting. If this engagement is 
ultimately unsatisfactory, then divestment 
on ESG grounds alone becomes an option, 
if it is deemed proportionate and there is 
little prospect of change.

The investment team monitor and exclude 
companies involved in severe violations 
of the United Nations Global Compact 

Principles (UNGC), the International Labour 
Organization’s (ILO) conventions, and 
the United Nations Guiding Principles on 
Business and Human Rights (UNGPBHR). 
The use of third-party ESG data provides 
deep insight and specialist research of 
companies, however, given differing 
methodologies, tolerances and assessments 
of company behaviour, Polar Capital retains 
discretion over the assessment of third-party 
conclusions on a case-by-case basis. If a 
company is involved in severe controversies 
or norms violations, the portfolio manager 
will assess the severity of the incident and 
decide the appropriate action of whether 
to monitor, enter enhanced engagement, 
or divest from the company. The European 
Opportunities team’s ESG analysis of 
Koninklijke Philips acts as an example of 
divestment on a controversy. 

Koninklijke Philips is a Dutch multinational 
conglomerate corporation, formerly one 
of the largest electronics companies in 
the world, currently focused on health 
technology.

In November 2021, the investment team 
took quick action to sell their entire 
position shortly after the FDA released a 
Form 483. This followed an inspection of 
the company’s manufacturing facility in 

Philadelphia in relation to the polyester-
based polyurethane (PE-PUR) sound 
abatement foam issues in its Dreamstation 
product.

The report highlighted several findings 
which undermined the team’s confidence 
in the company’s management, in particular 
issues with PE-PUR foam that were known 
for several years before the recall and 
were not adequately addressed. This was 
alongside findings that silicon-based foam 
used in a similar device had failed a safety 
test for VOCs (volatile organic compounds).

Given the new details disclosed in the report, 
the portfolio manager’s assessment was 
that results from the more comprehensive 
VOC tests expected in Q4 2022 will be a 
finely balanced risk, and uncertainty over 
litigation is likely to persist for much longer.

Furthermore, not only has it eroded the 
investment team’s confidence in the 
management, but also suggests broader 
quality and reporting issues at the group 
level than previously thought.

For further in-depth examples of our 
investment teams’ engagement and 
escalation practices please refer to Principles 
9 and 10. 

As highlighted in this graphic, a key initial step in the team’s investment process is adhering to the initial exclusion policy. In 
line with the Fund’s sustainable investment objective of focusing on companies that have a direct positive contribution to the 
decarbonisation of the energy sector, the investment team applies norms-based screening and specific thematic exclusion criteria: 

The investment team applies norms-based screening and exclusion of investment in companies that are assessed by the Investment 
Manager to be in breach of global norms standards, such as the UN Global Compact, UN Guiding Principles on Business and 
Human Rights and International Labour Organisation conventions. 

Exclusion Criteria Reasons Threshold

Hydrocarbon (oil, natural gas & coal) exploration & 
production

Emissions / pollutions risks Excluded

Natural gas transmission & distribution Methan emissions / pollutions risks Excluded

First generation biofuels / palm oil Food vs fuel, biodiversity, deforestation, impact on water 
resources

Excluded

Thermal power generation (coal, oil, natural gas) GHG emissions, environmental impact Excluded

Nuclear power generation Safety, environmental impact, financial risks Excluded
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As highlighted in last year’s UK Stewardship 
Report, the Polar Capital Global 
Technology Team monitors its portfolio 
holdings’ exposure to, and management 
of, material ESG risks. This led to the 
Global Technology Fund reducing its 
position in Peloton on both social impact 
and governance concerns following the 
news the company was refusing to comply 
with a recall order over a treadmill design 
flaw which tragically resulted in the death 
of a child. Over the course of the reporting 
period, the investment team worked to 
formalise their ESG process, and the Fund 
was classified as Article 8 in April 2022. 

While maintaining management of 
material ESG risks, the Fund promotes 
environmental and social characteristics 
as it primarily seeks to invest in companies 
within the technology investment 
universe with products and services which 
contribute to the following: 

• • Access to technology and 
communications infrastructure 

• • Increasing business productivity and 
efficiency 

• • Empowering individuals

The team engages with the investee 
companies and those within the Fund’s 
investment universe periodically on 
ESG matters considered material. These 
conversations are used to build a deeper 
understanding of the competitive 
environment, technology risks, ESG 
factors and political or macroeconomic 
influences, and in some cases to try to 
positively influence company behaviour. 
The engagement statistics highlight the 
number of engagements from 1 April 
2021 to 31 March 2022.

Case study: Technology Team

Social

Environmental, Governance, Social

Environmental

Environmental, Social

Governance, Social

Environmental, Governance, Social

Governance

Company meetings where  
ESG was discussed

Direct Company Engagements  
on ESG issues

Environmental, Governance, Social

Governance

Governance, Social

Social

Social

Environmental

Environmental,  
Social

Governance, Social

Environmental,  
Governance

Environmental, 
Governance, Social

Governance

Environmental,  
Governance, Social

Governance, Social

Social

Governance

The Global Technology Fund investment decision-making process, from an ESG perspective is highlighted below: 

Exclusions

Sector-based
Norms-based

Alignment

Assess company vs Trust’s promoted characteristics
Based on % of revenue or R&D

ESG Analysis
MSCI Report Evaluation & Controversies

Polar Capital ESG Risks & Controversies

Oversight
Central Polar Capital Risk & Sustainability Teams

Oversight from ESG consultant

Stewardship
Engagement where it adds value or can effect change

Voting in line with policy

Reporting

Portfolio-level ESG metrics
Company engagement

Core ESG work undertaken by Technology Analysts

Source: Polar Capital, as at 31 March 2022.
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Activision Blizzard
The Technology Team identified a major ESG risk at Activision Blizzard in September 2021, then held in the Global Technology 
Fund and Polar Capital Technology Trust. The team engaged with investor relations at Activision Blizzard shortly after the California 
DFEH (Department of Fair Employment and Housing) lawsuit was announced to discuss claims of gender discrimination and 
sexual harassment at the Blizzard studio, the “tone deaf” initial response from management and the actions subsequently taken 
by management to address the situation. The team’s aim was to better understand the potential risks for the company and the 
appropriateness of the action the company was taking. 

Although the team’s discussions did not provide much detail on the case itself, given it was ongoing, they were able to provide 
more insight into the company’s reaction. The initial response to the lawsuit was to deny the claims, with a statement of the 
company’s legal position, that caused outrage from a number of former and existing employees. The subsequent letter from the 
CEO, Bobby Kottick, helped calm the situation, apologising for the company’s initial response as “tone deaf” and “did not provide 
the right empathy and understanding.”

The company explained they were in the process of investigating the claims and was taking several steps to prevent these issues 
from happening again. The company hired law firm WilmerHale to conduct a review of its policies and promised “swift action” to 
ensure a “safe environment” and to stamp out harassment. The company is investigating each and every claim (hiring additional 
compliance staff), making personnel changes (any manager found to have impeded the integrity of the processes for evaluating 
claims and imposing appropriate consequences will be terminated), encouraging diversity in hiring and removing inappropriate 
in-game content. 

The company further explained they would provide greater disclosure on pay and other ESG issues such as their carbon footprint. 
Activision has since made several high-profile management changes, including the exit of J. Allen Brack (Blizzard President), Jesse 
Meschuk (Blizzard SVP of HR), Luis Barriga (Director of Diablo IV) and several other game directors, as well as hiring Jen Oneal and 
Mike Ybarra (as co-leaders of the studio) and Julie Hodges (Chief People Officer).

The company has clearly taken meaningful steps to address the issues, but the team concluded that the cultural problems 
at Blizzard (low morale), combined with disruption caused by the investigation, in particular the departure of the high-level 
employees, materially increased the company’s risk profile. While the team believed the company had taken steps to improve the 
culture at Blizzard, the team felt that it was going to be a challenge for the studio to work through the disruption and deliver these 
games successfully. As such, with ESG risks elevated, the team decided to exit the investment. The team continue to monitor the 
company’s progress and ESG disclosures to monitor that this challenge is not indicative of broader cultural issues.

The Technology Team’s example of ESG analysis and engagement is highlighted in the below company example with the 
resulting outcomes of this analysis.



Polar Capital LLP  • UK Stewardship Code Report33

Principle 8: Monitoring  
managers and service providers 
Signatories monitor and hold to account managers and/or service providers

Using third-party resources and service 
providers are a key part of delivering a 
robust ESG strategy. We continue to 
invest in these to ensure we have the best 
possible information and data to support 
our strategy. 

Any ESG-related service provider is subject 
to a trial period before adoption and 
ongoing review while any agreements 
entered into with service providers must 
first be vetted and approved by the Firm’s 
Legal team. We seek to understand 
the methodologies and sources of 
information used by third parties to ensure 
they are transparent, robust and credible. 
Additionally, the final sign-off for these 
arrangements is with an individual who is 
at least a Director of the Firm. 

Proxy voting
As mentioned in Principles 2 and 7, the 
Firm utilises and works alongside the 
proxy voting provider ISS, allowing us to 
vote by balancing the best interest of the 
company concerned over the long term 
while maximising the value of investments 
for its clients, on consideration of advice 
received from ISS. 

To ensure the Group Proxy Voting 
Policy is adhered to and followed, it is a 
requirement within the policy that the 
following areas are monitored periodically: 

• • Annual review by the CLCO or 
designee of the adequacy and 
effectiveness of the procedures listed 
within the policy. 

• • A periodic review of the proxy service 
vendor by the CLCO or designee, who 
is a member of the compliance team. 

• • A periodic review of proxy votes by 
the CIO and Operations team.

• • Spot check to ensure that proxies are 
being voted consistent with the proxy 
voting guidelines: 

   Proxy voting guidelines are that the 
investment team will generally vote 
in line with ISS recommendations, 
however they are able to vote in 
another way if they believe this is 
in the best interest of their fund. 

   Proxy voting is sent to the 
Compliance and Risk teams for 
periodic testing on a rolling annual 
basis. 

   Where ISS recommends votes 
against company management, 
this is noted by the Firm’s 
Operations team.

• • Review of proxy votes by investment 
teams:

   The Compliance team periodically 
checks proxy votes for all funds 
and makes an assessment of 
whether all portfolio managers 
are voting in line with the service 
provider.

MSCI ESG Manager 
Our primary ESG data and research 
provider, MSCI, is subject to ongoing 
engagement and feedback on their 
products. This is done on an ad-hoc basis 
and now formally every quarter, covering 
a range of issues, including engaging on 
accuracy, timeliness and coverage of data 
as well as investigating methodologies 
and changes to those methodologies. On 
an ongoing basis, we also work with MSCI 
and other data providers to understand 
new products and initiatives that may 
help with our ambition to deliver a best-
in-class responsible investment strategy. 
This has led to the adoption over the 
past year of a number of new modules, 
including UN SDG reporting, additional 
climate-related data, ESG and norms 
research and data. This process included 
a review of other third-party providers 
of similar information, conducting trials 
with three major ESG research and 
data providers before adopting these 
additional modules. 

Polar Capital’s Compliance department 
undertakes a formal process with third-
party service providers on a regular basis 
to review the levels of service provided to 
the Firm or its clients, including investors 
in our funds. This process is supplemented 
by the day-to-day interaction with the 
third-party service providers which 
allows senior management to review 
the arrangements and risks inherent 
in outsourced services. The Firm’s sales 
and investor support teams keep in 
close contact with existing and potential 
investors in our funds.

We seek to understand 
the methodologies and 
sources of information 
used by third parties 
to ensure they are 
transparent, robust and 
credible
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Principle 9:  
Engagement 
Signatories engage with issuers to maintain or enhance the value of assets

Polar Capital’s engagement activities 
are a key aspect of the wider investment 
process which, given the principle of 
investment autonomy, is undertaken 
differently by the investment teams 
within the Group. As communicated 
throughout this report, we believe 
this approach best suits Polar Capital’s 
business model and ensures that 
stewardship and responsible investment 
are integrated into the investment 
process rather than being managed by 
a separate team. 

An active, bottom-up approach to 
engagement and voting is an essential 
way for our portfolio managers to enact 
active ownership and perform their duty 
as stewards of their investors’ capital. 
We are not activist investors though do 
we engage with companies where we 
feel it will have a positive impact on that 
company’s performance and enhance 
stakeholder value. 

Portfolio managers lead stewardship 
activities and are ultimately accountable 
for them. This activity is not outsourced 
or delegated to a third party.

What do we engage on? 
Engagement by portfolio managers 
incorporates a broad range of potential 
issues, including business strategy, 
key risk outlook and management, 
remuneration, capital structure and 
environment or social issues that are 
material to the company and investment 
team, such as climate strategy, approach 
to human capital development and 
treatment of employees, board and 
company diversity, among many others. 

For the most part, teams choose to 
engage on issues they have discovered 
through their specialist knowledge of 
the companies and their investment 
universe. As our portfolio managers run 
highly active and often concentrated 
portfolios, their engagement focus is on 
idiosyncratic, company-specific issues. 

Interaction with investee companies 
can be broadly broken down into 
three categories. The first is meeting 
with company management to 
investigate specific issues, test their 
investment theses and understand how 
companies are managing key risks and 
opportunities. This gathers information 
without the intention of influencing 
company behaviour or practices. 

The second is engagement for further 
analysis or challenge, such as engaging 
with a company to improve disclosure on 
topics such as board diversity, modern 
slavery policy and GHG emissions of the 
business (though noting that for many 
companies this is part of a broader 
and more detailed climate strategy 
engagement). 

The third is engagement for action by 
the company. This is the most active 
and targeted form of engagement 
where a fund has a particular goal. The 
materiality of an issue is an important 
consideration for how an engagement 
is conducted and informs the selection 
of engagements by investment teams 
and how they are prioritised within 
a fund. The materiality of the issue is 
assessed according to the sector or 
regional specialism.

These three categories are not always 
distinct. In many cases a meeting with 
management to understand more 
about a company’s ESG practices where 
public information may be limited may 
lead to engagement with that company. 
If the practices are in place, this may 
solely be to encourage the disclosure 
of practices. Where a fund identifies 
the company lacks or lags practices 
compared to peers and it is a material 
issue, as identified by the manager, this 
may lead to a targeted engagement to 
improve the practices of the company. 

We are not activist 
investors though do we 
engage with companies 
where we feel it will have 
a positive impact on that 
company’s performance 
and enhance stakeholder 
value
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While the majority of engagement for 
our funds is driven by material company-
level issues, we have also been developing 
our central ESG data capabilities and 
resources, looking to adopt more 
thematic engagement on key issues that 
affect all our funds, such as climate and 
GHG emissions strategy, board diversity 
or global norms compliance. The focus 
in 2022 has been on delivering company 
and portfolio analysis of these key issues 
to flag to our portfolio managers for their 
consideration and, where assessed as 
appropriate and necessary, they will use 
engagement, escalation tools (described 
below) and voting to encourage change. 

If an issue is deemed material, such that 
it impedes the business case and the 
portfolio manager believes it cannot be 
improved through engagement, they 
may reduce exposure or sell their holding 
entirely.

How do we engage and who 
with? 
The typical forum for engagement with 
companies is through meeting company 
management so portfolio managers can 
candidly discuss and communicate key 
issues. 

Generally, portfolio managers take a 
discrete approach to dialogue with 
companies as they often have long-
term relationships with company 
management and feel the best forum 

for influencing company behaviour 
is in private, open conversations with 
management, where both parties’ views 
are exchanged. This is best suited to 
funds and holdings where the fund has 
a significant holding in a company or 
close and direct access to management. 
for increased disclosure, the appropriate 
medium for this may be direct email with 
investor relations (IR), management or 
sustainability department. 

If an issue is deemed more severe or 
material, other approaches include 
writing a letter to the company 
identifying the issue, the position of the 
portfolio manager and desired outcome 
of the engagement. This may initially be 
directed to IR or a sustainability team, 
depending on the issue, and escalated 
to the appropriate management level, 
individual, committee, Board, chair or 
president of the company. An example 
of this escalation is provided through our 
Technology team’s letter to Zendesk in 
Principle 11. 

Our portfolio managers’ approach to 
engagement as long-term investors is 
generally done discreetly and directly, 
and there are only a few instances 
where we have made engagements 
public. One example is our collaborative 
engagement with Reliance Industries 
through CA100+. While this is a public 
forum, it is an engagement with a select 
group of investors and collaboration is 

the key driver for success, not publicity 
of the engagement (see Principle 10 for 
further information). 

As it is considered a form of engagement, 
voting can be another form of publicly 
disclosed engagement where a fund 
seeks to effect change using their right 
to vote on specific issues (see Principle 
12). 

Portfolio managers lead stewardship 
activities and are ultimately accountable 
for them. Their beliefs around the 
effectiveness of engagement may vary. 
For example, the portfolio manager of 
the Melchior Global Equity Fund does 
not meet company management and 
actively avoids direct questioning of 
a company as a source of investment 
information. He believes:
• • Direct interaction with management 

can create a bias. It either deflects 
an investor’s attention from the key 
data that indicates whether a stock 
is currently an attractive investment 
opportunity, or the investor risks 
seeking information that confirms an 
existing view of the company.

• • It tilts the investor’s perception in 
favour of those companies that 
have been seen most recently, rather 
than evaluating all the competing 
investment opportunities consistently 
using the same criteria and 
contemporaneous data.

Meeting Overview

Case study: Healthcare engagement statistics  

Engagement Attendees Engagement Outcome

%

 ESG 60%

 S 13%

     E 7%

     E and S 7%

     G 7%

     S, G 3%

     S and G 3%

Total 100%

%

 IR 54%

 Management 33%

     Sustainability Officer 7%

     Management and IR 4%

     CEO and IR 2%

Total 100%

%

 Increased understanding by team 60%

 Satisfactory response 20%

     Further interaction required  11%

     Company committed to change 6%

     Enter new position     3%

Total 100%

Source: Polar Capital, as at 31 March 2022.
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He believes meeting companies hinders 
rather than helps because it skews or 
narrows the evaluation of the opportunity 
set. As a result of the autonomy 
granted to portfolio managers, his 
investment philosophy is based on the 

premise that behavioural biases create 
investment anomalies and that, by 
acting systematically, these investment 
anomalies can be exploited. 

It must be highlighted that this particular 
view of engagement is only held by the 
Melchior Global Equity team. All other 
investment teams actively engage with 
companies.

The UK Value Opportunities team approach 
engagement on a long-term, measured 
basis. They are not activist investors and 
do not seek out issues unnecessarily. They 
engage with companies where they feel 
it will have a positive impact on company 
performance and enhance shareholder 
value. 

As part of the fund’s wider investment 
approach, the portfolio managers use 
the proprietary ESG analysis tool – the 
economic value-added sustainability 
scoring EVA SS”) framework to evaluate 
companies within the fund’s investment 
universe. They seek to take higher 
conviction positions in companies with 
positive EVA SS framework scores and 
will exclude those issuers that do not 
meet the framework’s criteria. Companies 
are continually reviewed by the portfolio 
managers who apply a three-stage 
investment approach to achieve the fund’s 
ESG characteristics: 
• • analysis of companies against the EVA 

SS framework 

• • exclusion of companies in accordance 
with the framework

• • engagement with companies on 
material ESG issues.

Over the course of 2020 and 2021, 
the team developed their engagement 
approach to focus on engaging on ESG 
factors that matter to the Polar Capital UK 
Value Opportunities fund, and that they 
believe can have material impacts on their 
investment decision-making. They believe 
direct engagement with companies can 
lead to better investment outcomes.

 Engagement approach
• • Direct dialogue

• • Positive feedback

• • Transparency 

• • Focused on specific topics 

The team believe that direct dialogue 
between the portfolio managers and 
management teams can have a meaningful 
impact on corporate behaviour, especially 
when combined with a material position 
size. Positive feedback as well as identifying 
areas for improvement typically generate 
enhanced outcomes. The team engage 
on a bespoke basis with their holdings on 
each of the six factors in their ESG agenda 
ensuring companies understand their ESG 
framework. They prioritise engagement on 
the matters that relate most closely to the 
EVA SS framework with a current focus 
on decarbonisation, Board independence, 
female representation, executive 
renumeration and waste reduction. They 
will work in partnership with investee 
companies on decarbonisation goals, 
advocating for meaningful short-term 
carbon reduction targets and encouraging 
commitments to achieving net zero by 
2050.

Engagement methods
• • Meetings

• • Company specific written letters

Meeting companies has always been 
central to the investment process. It 
is essential in determining whether a 
company passes the investment criteria, 
having direct dialogue with management 
teams including the Board, IR and 
sustainability teams. 

The team write bespoke letters to 
company managements explaining their 
ESG agenda across six factors – carbon, 
short-termism, efficiency, regulation, 
customer demand and thematic trends 
with a particular focus on carbon – to 
ensure companies understand their ESG 
framework. Company-specific feedback 
is given within every topic, including areas 
for improvement and of success. 

Engagement monitoring  
The team continuously monitor 
engagement topics via a priority 
engagement tool to ensure systematic 
outcomes, updating their engagement 
database to enable them to see the status 
of outstanding actions and track where 
meaningful progress has been made. 
Company progress is reviewed annually, 
with the ability to filter by priority.

Engagement impact   
The team shape ESG strategy through 
materiality assessments and dialogue at 
each ESG strategy initiation. They also have 
examples of their topics being incorporated 
into evolving ESG strategies and can point 
to specific cases of significant influence.

Where they engage repeatedly with 
no meaningful progress, the team will 
escalate their concerns through extra 
meetings, communication with non-
executive directors, voting against 
items and directors or divesting. 
Divestment can involve reducing a 
holding or exiting the position in full.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Case study: UK Value team
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Example of a successful engagement: 
Grafton
• • Face-to-face meeting with the 

management team on 1 September 
2021 highlighting the importance 
of carbon reduction targets. The 
management team were struggling to 
sign up to SBTi [Science Based Targets 
initiative] given the potential impact of 
acquisitions on these targets. 

• • Email exchange on 6 September with 
the CEO and CFO detailing how two 
other FTSE 250 general industrial 
businesses have approached M&A in 
conjunction with SBTi. Response from 
management team thankful for this 
detail. 

• • In October 2021, the team sent a 
bespoke engagement letter outlining 
how Grafton scored on all six ESG 
factors with specific focus on carbon 
reduction, disclosure of corporate 
values, female board representation 
and waste, water and plastic reduction 
targets. 

• • During their capital markets day in 
November 2021, Grafton announce 
their net zero strategy and specifically 
referenced the UK Value Opportunities 
team’s help in getting to this point.

As highlighted in last year’s report, over 
the course of 2020 and into March 2021, 
the team had made good progress, having 
engaged with 25% of companies in their 

portfolio on all the issues above. The 
team have since engaged with all investee 
companies.

Carbon
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Source: Polar Capital, as at 31 May 2022. *Status of high priority interactions only.
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Hapvida (not held) is being investigated 
over their drugs prescription practices 
during the COVID-19 pandemic, 
specifically the use of the ‘COVID kit’ 
including recommendations of drugs such 
as Chloroquine and Hydroychlorquine 
which are used for rheumatoid arthritis, 
lupus and malaria, but have not been 
scientifically proven to fight COVID-19. 
The investigation highlighted evidence 
from doctors working for Hapvida in 
2020 who reported internal pressure to 
prescribe these drugs despite unknown 
efficacy. Hapvida confirmed they had 
encouraged doctors to use these 
drugs, though denied any pressure. On 

average, 20% of doctors chose to use 
it, with the backing that the medical 
council permitted prescription with 
patient consent. Hapvida withdrew 
this recommendation in the absence 
of industry consensus. On a call with 
company management, they did not 
seem to adequately grasp the seriousness 
of the issue and felt it would “blow 
over”. The Emerging Markets and Asia 
team view this kind of maltreatment of 
both employees and customers and the 
risks it presents as a serious governance 
and human capital management breach, 
which rendered the stock uninvestible.

It is difficult to attribute change in 
management behaviour and practices 
to the actions of a single investor, 
particularly for large companies where a 
fund’s holding is relatively small. This can 
be more apparent for smaller companies 
where the relationship is closer between 
investor and company management. 
Engagements are monitored by the 
investment team and actions taken 
depending on the materiality of the 
issue. 

The team’s engagement approach 
usually starts with the team identifying a 
key ESG issue during their research and 
due diligence, either before entering a 
position or during ongoing monitoring of 
investee companies. Third-party research 
is also useful as a means of flagging 
where companies have a deteriorating 
ESG rating or deteriorating scores on 
key issues. Third-party research and 
ratings are also useful for monitoring the 
outcome of engagements and ensuring 
that positive claims or commitments 
made by companies are honoured and 
reflected in any third-party assessment. 

Here is an example of the chain of events 
for typical engagement, in this case 
for Modivcare, a technology-enabled, 
healthcare services company.

Modivcare  
ModivCare (formerly Providence Service 
Corporation) is a technology-enabled, 
healthcare services company which 
provides a suite of integrated supportive 
care solutions for public and private 

payers and their patients. The company 
operates under four separate business 
segments: non-emergency medical 
transportation (NEMT; about 75% of 
sales), personal care (some 25%), remote 
patient monitoring (RPM) and Matrix 
Investment. It is the largest manager of 
NEMT programs in the United States 
for state governments and managed 
care organisations, as well as a leading 
in-home personal care services provider 
in seven eastern states. The company 
addresses the social determinants of 
healthcare through the variety of services 
it offers to patients.

Environmental  
Key consideration: Carbon emissions

The company has no target to reduce 
carbon emissions.

Portfolio manager’s assessment: 
Given a substantial part of the business 
involves non-urgent patient transport, 
greenhouse gases are an area of 
legitimate concern. Carbon emission 
targets and policy are not visible on their 
website, nor are any targets to reduce 
emissions. MSCI has increased its risk 
exposure assessment. The portfolio 
manager engaged with Modivcare on 
a number of issues, including its carbon 
emissions policy, receiving satisfactory 
feedback and engagement with the 
issues. The company confirmed that 
while they do not currently have a 
carbon emissions policy, they are in the 
process of baselining their Scope 1 and 
2 carbon emissions and plan to disclose 

their environmental footprint and 
policy in the coming year. The portfolio 
manager will monitor progress on this 
which is expected to be released in their 
inaugural ESG Highlights Reports in 
2022.

Social  
Key considerations: Product safety and 
quality, privacy and data security

Third-party research flags Modivcare for 
a lack of disclosure for its product safety 
and quality, including supply chain and 
sourcing, manufacturing and handling, 
and testing.

Portfolio manager’s assessment: The 
company does not manage facilities 
but is marked down on certification, 
which is at odds with its business 
model. The company confirmed through 
direct communication that they follow 
standards set by the Occupational Safety 
and Health Administration (OSHA) and 
undergo internal audits and external 
assessments to ensure compliance with 
these standards. The company aligns 
to Health Insurance Portability and 
Accountability Act (HIPAA), ISO 27001, 
and SOC 2 Type 2.

Case study: Emerging Markets and Asia team 

Case study: Healthcare team 
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Principle 10:  
Collaboration
Signatories, where necessary, participate in collaborative engagement to influence 
issuers

Our investment teams usually conduct 
engagement directly and discretely with 
company management, using the often 
long-standing relationship with companies 
to guide and encourage companies on the 
issues discussed in Principle 9. However, 
we recognise that in certain circumstances 
the combined assets and voice of multiple 
investors may improve the influence and 
chance of success on an issue. 

Polar Capital’s engagement with other 
investors through informal and formal 
groups will be pursued where necessary 
and is appropriate to achieve the objective 
of acting in the client’s best interest.

External collaborative 
engagement
The Polar Capital Emerging Market Stars 
team are co-lead investors of the Climate 
Action 100+ collective engagement, 
seeking to gain a better understanding 
and push Reliance Industries further on 
their net zero 2035 targets. There has 
been increased corporate communication 
on climate action and related investment 
which was previously lacking and 
was a clear initial priority of our early 
engagement work. This has included the 
release of statements committing on capex 
size and market share ambition (100GW 
of India’s 450GW renewable energy 
target by 2030), including development 
of a green energy complex in Jamnagar 
with four gigafactories. In addition, the 
company has signed a Memorandum of 
Understanding with the government of 
Gujarat for partnership investments across 
the state totalling $80bn, with the aim of 
establishing the first net zero and carbon-
free state over the next 10-15 years. 
Reliance has currently only set long-term 
targets (to 2035) and not five-year targets. 

This is one of the key reasons the team 
engage heavily with this company as 
they believe that such a large transition 
requires closer oversight and road-
mapping of intermittent milestones on the 

path to that ultimate goal. The company 
intends to give more granular disclosure 
of shorter-term explicit reduction targets 
in the coming months. Furthermore, 
Reliance have committed to starting TCFD 
reporting (which is significant within an 
Indian context) from 2023-24.

Finally, Reliance has made six small 
acquisitions across the hi-tech new energy 
materials space to gain key relevant, 
complementary technology expertise for 
the future development plans. 

Internal collaborative 
engagement
As highlighted in last year’s Stewardship 
Report, during the 2021 voting the season 
(for the annual reporting period ended 
December 2020) the Polar Capital Global 
Insurance fund took exception to the way 
in which remuneration was treated within 
one holding. The team collaborated with 
other holders of the stock within Polar 
Capital to formulate a joint response. 
After a joint meeting to discuss the 
relevant issues, a call was arranged with 
the Chairman of the Board and the Senior 
Independent Director. 

However, following this meeting it was 
not felt that the Board had considered 
Polar Capital’s suggestions or sought to 
further the dialogue towards a mutually 
acceptable solution. Therefore, a letter 
was composed and sent to the Board 
setting out our views and expressing the 
importance of the fiduciary responsibility 
the funds hold on behalf of their investors 
in challenging their approach. The Board 
of the company acknowledged the letter 
and noted the engagement would be 
discussed by the Board and Polar Capital’s 
views considered. 

Subsequently, the investee company 
acknowledged the concerns raised 
and implemented a number of the 
recommendations on remuneration for 
the forthcoming financial year.

It is Polar Capital’s intention to increase our 
participation in collaborative engagements. 
The creation of the RIWG, which reports to 
the Sustainability Committee, will become 
the primary forum for the development 
of collaborative engagement ideas 
between the investment teams. This is 
complemented by our increased data 
capabilities that have led to a greater 
understanding of the principal adverse 

impacts’ investee companies have on 
the environment and society, including 
their impact on thematic issues such as 
climate change, therefore paving the way 
for more direct and effective collaborative 
engagements on these issues. 

Polar Capital’s 
engagement with 
other investors through 
informal and formal 
groups will be pursued 
where necessary and is 
appropriate to achieve 
the objective of acting in 
the client’s best interest
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Principle 11:  
Escalation
Signatories, where necessary, escalate stewardship activities to influence issuers

We do not follow a uniform escalation 
procedure across investment teams as 
approaches to engagement depend 
on each team’s style and approach. 
Furthermore, changing and effecting 
company behaviour or management 
mentality can take years and multiple 
meetings to see movement in the right 
direction. Therefore, teams consider 
how the conversation is developing, 
whether management is open to 
recommendations and finally whether 
they lead to positive change in the 
company.
The majority of Polar Capital’s assets 
under management are listed equities so 
escalation would usually involve holding 
additional meetings with the aim of 
continuing a constructive dialogue with 
the company and escalating to the Board 
or Chair if a material, operational or 
strategic issue is not being resolved with 
the CEO. Similarly, governance issues 
may be escalated to non-exec directors. 
Voting may be used as a method of 

escalating an engagement, for instance 
on related shareholder proposals 
or against re-election of directors 
accountable for certain issues. Teams 
may exit holdings in full if warranted. 
Where share classes do not have the 
ability to vote the portfolio manager 
will rely on engagement or divestment 
where necessary. 
An escalation of stewardship activities 
is likely to be triggered in circumstances 
where the portfolio manager has 
identified that shareholders’ interests 
may be at risk. These circumstances may 
include: 
• • strategy

• • financial/non-financial performance 
and risk

• • capital structure

• • ESG

• • corporate governance

 

An approach to the escalation of these 
issues will be undertaken on a case-
by-case basis, with reference to the 
particular investment vehicle, and will 
depend on the issues which arise. This 
may include engaging in meetings with 
management of the investee company, 
acting in alliance with other institutional 
shareholders or ultimately selling 
shares in the investee company. An 
escalation strategy could, for example, 
lead to seeking dialogue with other 
stakeholders including regulators, banks, 
creditors, customers, suppliers and the 
company’s workforce. Voting in concert 
with other shareholders will require prior 
authorisation by the CLCO and have 
regard to the Conflicts of Interest Policy. 

The team engaged with Prosus in 
2020 on governance issues, including 
the persistent trading discount and 
management’s plans to close this discount 
to realise more value for shareholders. 
They also sought an explanation of 
management remuneration and how 
that has been improved for better 
alignment of stakeholder interests. 

Despite this engagement, in 2021 the 

team divested from Prosus as they saw 
the efforts by management during the 
year to close the trading discount, to 
the benefit of minority shareholders, 
(principally by means of an unsatisfactory 
tender offer to simplify the Naspers-
Prosus shareholding structure), to restore 
confidence and to improve corporate 
governance and the future prospects 
of organic company’s value creation, if 
anything, deteriorate.

Divestment as a form of escalation Prosus (Emerging markets and Asia team)
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Zendesk (ZEN US), held in the Polar 
Capital Global Technology Fund and Polar 
Capital Technology Trust, announced the 
acquisition of Momentive (MNTV US) for 
c$4bn in Zendesk equity on 28 October 
2021. The Technology team, seeing 
limited strategic merit in the combination 
of these companies, listened carefully to 
Zendesk’s arguments around potential 
product and market synergies, but 
ultimately found these unconvincing – 
something their discussions with industry 
analysts and feedback from customers 
supported.

They met with Zendesk’s IR team twice 
since the announcement of the deal 
(16 November  and 8 December) and 
remained unconvinced as to the strategic 
and financial rationale for the deal. 

They wrote to Zendesk’s Board of 
Directors (19 January 2022) to express 
their strong opposition to the proposed 
acquisition and to advise them they 
would be voting against it. They 
called on the Board to terminate the 
transaction and refocus the company on 
executing a meaningful organic growth 

opportunity and – in their view – the 
potential for the generation of material 
shareholder value, offering to discuss the 
issue further should the Board wish. 

The company and Board acknowledged 
their letter, thanked them for our 
feedback, but declined to discuss the 
proposed deal. Following opposition 
from other major shareholders and 
later the proxy advisors, Zendesk lost 
the shareholder approval vote on 25 
February 2022 and terminated the 
transaction.

TeamViewer is a software company that 
specialises in remote access and remote-
control computer software, allowing 
maintenance of computers and other 
devices.

The investment team engaged with 
the company in April 2021. During 
the engagement, the company’s 
management were unable to make a 
convincing justification of expensive, 

low return sponsorship deals with two 
top sports teams. The portfolio manager 
considered this a red flag from both an 
operational and ESG standpoint.

On this basis, the decision was made to 
divest from the company. The company 
subsequently issued several profit 
warnings and lost around two-thirds of 
its market capitalisation.

TeamViewer (Melchior European Opportunities team)

Case study: Zendesk (Technology team)
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Principle 12:  
Exercising rights and responsibilities
Signatories actively exercise their rights and responsibilities

The majority (c.95%) of Polar Capital’s 
funds invest in listed equities and 
therefore have the ability to vote using 
their shareholding, which is conducted 
through the ISS ProxyExchange platform. 
The proxy adviser interfaces directly 
with Polar Capital’s funds’ custodians to 
process ballots onto the platform as they 
are received by the custodians.

In its capacity as proxy adviser, ISS 
provides company-specific research 
and vote recommendations according 
to the ISS Benchmark Proxy Voting 
Guidelines which highlight situations 
where they recommend voting against 
management, identify contentious issues 
and produce research as part of their 
recommendations. 

ISS benchmark policy 
Polar Capital uses the ISS Benchmark 
Proxy Voting Guidelines as a starting point 
for all research and recommendations 
regarding proxy voting. These guidelines 
provide a granular breakdown of voting 
policies, which are market-specific, 
and consider company size, structure 
and location. These recommendations 
are underpinned by four key principles 
of accountability, stewardship, 
independence and transparency to 
promote long-term shareholder value 
creation and risk mitigation through the 
support of responsible global corporate 
governance practices. 

ISS’s recommendations aim to support 
governance practices which respect 
shareholder rights, provide appropriate 
transparency while accounting for 
best practice codes of each market 
and region, and which promote the 
right and responsibility of shareholders 
to make informed voting decisions.  
 
Polar  Capital  proxy  voting   
policy  
Consistent with the company’s approach 
to investment, ESG integration and 
engagement, voting is conducted by 
each investment team separately, as they 
are closest to their investee companies 
and know the businesses well. Aside 

from operational assistance on voting, 
each team is the final decision-maker on 
proxy voting and will vote in line with the 
principles of their investment philosophy 
and responsible investment process. 

The teams will vote by balancing the 
best interests of the company concerned 
over the long term, in conjunction with 
maximising the value of investments for 
Polar Capital’s clients, on consideration 
of advice received from the proxy adviser. 

Polar Capital’s default proxy instruction 
position is to vote in line with the ISS’s 
recommendation for all funds where 
clients of Polar Capital have delegated 
proxy voting authority to us. This group 
encompasses all UCITS, SICAV, mutual 
and hedge funds and Investment Trusts 
managed by Polar Capital but varies for 
managed accounts depending on client 
wishes. This works to encourage greater 
active participation in the voting process, 
as instructions will not default to aligning 
with management recommendations, 
and portfolio managers actively review 
and assess each ballot resolution 
where ISS recommends voting against 
management. 

Voting is monitored centrally by the 
Operations team to ensure ballots are 
received and to monitor any instances 
of share-blocking, uninstructed votes 
or cases of rejected ballots. The 
Sustainability and Operations teams 
ensure monthly summaries of votes cast 
are disseminated to investment teams 
and Compliance for review.  

The annual voting record for all Polar 
Capital funds is publicly available on the 
company website. 

Shares on loan
Although Polar Capital funds are allowed 
to participate in stock lending, this is not a 
routine part of the Firm’s overall strategy 
and is rarely used. Over the year to March 
2022, no positions held in Polar Capital 
funds for which Polar Capital retains 
proxy voting responsibility were on loan 
at the time of relevant AGM/EGMs. 

Where the IMA permits stock lending, 
managed accounts can lend shares at 
the discretion of the client. However, as 
Polar Capital generally does not oversee 
proxy voting for these accounts, it is the 
client’s responsibility to ensure shares are 
recalled.   

Conflicts of interest
From time to time, proxy proposals may 
present conflicts between the interest 
of clients and Polar Capital, its affiliates 
and their employees. Such conflicts may 
arise when proxy votes on non-routine 
matters are solicited by an issuer who 
has a business relationship with the 
applicant or its affiliates. In the event 
of a conflict, the portfolio managers, 
the CIO and the CLCO will determine 
how such proxies should be voted to 
achieve the best interests of the clients, 
which may include disclosure of the facts 
surrounding any material conflict to 
the client for consent before voting. In 
applying client policies and best practice 
guidelines, Polar Capital considers each 
vote on an individual basis based on the 
relevant circumstances at the company. 
Polar Capital may communicate with 
other shareholders regarding a specific 
proposal but will not agree to vote 
in concert with another shareholder 
without approval from the CLCO.

Upon request, or as required by law or 
regulation, Polar Capital will disclose to a 
client or a client’s fiduciaries the manner 
in which portfolio managers exercised 
voting rights on behalf of the client.  Polar 
Capital will review any requests from 
clients about its intended vote on a case-
by-case basis. In the event that a client in 
one of Polar Capital’s open-ended funds 
or investment trusts wishes to influence 
the direction of proxy voting for a fund 
they are invested in, requests concerning 
the direction of voting may be taken into 
consideration by the portfolio managers, 
but there is no requirement to alter their 
voting intention in response to client 
requests.  

https://www.polarcapital.co.uk/srp/documents-id/b0330e1e-dae3-4f34-a064-91281858e069/VotingStatisticsReport.pdf
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Activity
Below is an overview of voting statistics for the year to March 2022 for the Group. 
‘Meetings voted’ refers to the number of AGMs or EGMs, excluding share re-registration votes or other purely administrative 
meetings. Cross holdings, where a position in a company is held across multiple funds or strategies, are only counted once. 

Category Number Percentage

Number of votable meetings 999

Number of meetings voted 960 96.10%

Number of meetings with at least 1 vote Against, Withhold or Abstain 355 35.54%

Category Number Percentage

Number of votable ballots 1,721

Number of ballots voted 1,664 96.69%

Meeting Overview

Ballot Overview
‘Ballots voted’ refers to the number of individual ballots received, which will be separate for each fund. Therefore, there may 
be multiple ballots per AGM where positions are held across multiple funds or strategies.

Vote alignment with policy
Overall, 91% of votes cast were FOR 
proposals and 7.2% AGAINST. 

Of these votes, 97.6% were in 
line with ISS benchmark policy 
recommendations. 

This compares to 91.3% of votes 
cast aligning with management 
recommendations.  

Proposal-level overview

Votable

Voted

Voting Statistics

1 10 100 1000 10000 100000

Meetings

Ballots

Proposals

For Against MSOP One Year Withold Aligned Not AlignedAbstain

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

In line with management recommendation

In line with policy recommendation

Total Votes cast

Source: Polar Capital, ISS, as at 31 March 2022.
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Votes cast by proponent
Of the 19,305 proposals voted, 18,875 were proposed by management and the remaining 430 were put forward by shareholders. 
When split by proponent, for shareholder proposals, Polar Capital funds’ voting was much more strongly aligned to ISS policy than 
to management recommendations. 

Of the shareholder proposals, 95.3% of votes were aligned with policy, whereas only 50% of votes were aligned with management 
views. 

For management proposals, 97% of vote instructions aligned with policy, and 92.3% aligned with management. 

Votes cast by ESG pillar
When split by ESG pillar, 49.5% of shareholder proposals were aligned with the governance pillar, with a further 25.1% of 
proposals covering social concerns. Only 2.6% of proposals were solely focused on environmental aims, however another 22.8% 
were blended proposals covering E, S, and G or a combination of two of the three.  

When looking at shareholder proposals by ESG pillar, vote alignment was much more strongly aligned with ISS policy 
recommendations than management, a trend continued across all three ESG pillars with a larger divergence to management 
occurring on environmental and social than for governance-related topics.  

Management Propoasls 

0% 20% 40% 60% 80% 100%

Votes with policy recommendation

Votes with management recommendation

With Against

E E, S E, S, G

G S S, G

Shareholder Proposals

% votes with Policy recommendation

% votes with Management recommendation

0% 20% 40% 60% 80% 100%

E
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G

S

S, G

Shareholder Vote Breakdown by ESG Category

Shareholder Propoasls 

0% 20% 40% 60% 80% 100%

Votes with policy recommendation

Votes with management reccomendation

With Against

Votes with management 

reccomendation

Votes with policy 

reccomendation

Votes with management 

reccomendation

Votes with policy 

reccomendation

Source: Polar Capital, ISS as at 31 March 2022.
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%

 USA 27.5%

 United Kingdom 14.0%

 Japan 7.4%

 China 7.1%

 Caymen Islands 4.3%

 France 3.1%

 Sweden 3.0%

 India 2.8%

 Switzerland 2.6%

 Netherlands 2.5%

 Ireland 1.9%

    Germany 1.9%

    Other Markets 22.0%

Meetings Voted by Market

Unvoted meetings
While Polar Capital aims to vote in 
100% of the meetings where we hold 
the rights to exercise proxy votes, 
there are circumstances where this is 
not possible. Some countries allow 
companies to engage in share-blocking 
whereby trading company shares within 
a given period of time on or around a 
meeting date is prohibited. Given the 
liquidity risk that share-blocking poses 
to funds, it is Polar Capital’s position to 
generally refrain from voting in markets 
where our custodians inform us that 
share-blocking is in place. 

In March 2021, Polar Capital completed 
its merger with Dalton Strategic 
Partnership which involved the 
onboarding of the Melchior fund range. 
During the subsequent transition period, 
we experienced a higher than usual rate 
of rejected and uninstructed proxies, 
with 3.2% of all ballots either unvoted 
or rejected. 

With the move to a single custodian 
across the Melchior SICAV and Polar 
Capital UCITs range completed in June 
2022, a comprehensive review of legal 
and operational requirements for proxy 

access and a unified default voting 
policy instituted across all the funds 
as detailed above, we anticipate the 
level of uninstructed proxy ballots next 
reporting year will have decreased.

Significant votes or key voting topics are 
determined by each fund individually, 
though topics may overlap from team 
to team. 

Source: Polar Capital, ISS, as at 31 March 2022.
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Zendesk: Extraordinary shareholder 
meeting; February 2022
Zendesk (ZEN US), held in the 
Polar Capital Global Technology 
Fund and Polar Capital Technology 
Trust, announced the acquisition of 
Momentive (MNTV US) for c$4bn in 
Zendesk equity on 28 October 2021. 
Polar Capital’s Technology investment 
management team had significant 
engagement with Zendesk regarding 
this decision (see Principle 11) and saw 
limited strategic merit in it.

They wrote to Zendesk’s Board of 
Directors (19 January 2022) to express 
their strong opposition to the proposed 
acquisition and to advise that they 
would be voting against it. The team 
called on the Board to take the requisite 
steps to terminate the transaction and 
refocus on executing what remains a 
meaningful organic growth opportunity 
and – in their view – the potential for 
the generation of material shareholder 
value. 
The Zendesk EGM vote to issue new 
shares took place on 25 February 2022 

and the team, through their Zendesk 
holdings in the Global Technology Fund 
and Technology Trust, subsequently 
voted against management proposals 
to issue shares in connection with 
the proposed acquisition. Following 
opposition from other major 
shareholders and later the proxy 
advisers, Zendesk lost the shareholder 
approval vote and terminated the 
transaction. 

Altria: Annual meeting; May 2021
In last year’s Stewardship Report, we 
reported on the North American team’s 
votes against company management in 
the in the Altria 2020 AGM in favour 
of shareholder proposals concerning 
greater transparency on reporting 
underage tobacco prevention policies 
and political lobbying payments.  

Last year, the team voted with ISS 
against management’s recommendation 
not to adopt either proposal, and the 
results were 31% and 36% in favour of 
the motion. Largely similar versions of 
these two proposals were re-submitted 
in the 2021 AGM, and once more the 
team voted to support these proposals. 

Report on underage tobacco 
prevention policies and marketing 
practices 
Their request is that Altria’s Board 
commission an external, independent 
study on the company’s policies to 
discourage the use of nicotine delivery 
products to young people and the 
marketing of products such as menthol 
to communities of colour and low-
income populations. The report 
must assess Altria’s effectiveness at 

discouraging uptake by such parts of 
society and must assess damage inflicted 
on those communities as a result.

While management seems to have made 
progress on implementing their own 
policies and practices to address some 
of the shareholders’ demands, they have 
stopped short of an independent enquiry. 
We voted for this proposal, despite the 
cooperative nature of management 
since then, as an independent report 
would help shareholders get increased 
comfort that the actions Altria are taking 
to address this social problem are indeed 
the right ones.

Report on lobbying payments and 
policy 
Trinity Health (same proponent as last 
year) tried again to get the company to 
divulge much more detail on its lobbying 
payments and policies. This is the fifth 
time Altria has received this proposal and 
support has been building over the years. 
While Altria provides some disclosure 
regarding its lobbying-related activities, 
important gaps remain. The company 
does not disclose a complete list of its 
memberships in trade associations or 
other advocacy groups, nor the portion 

of dues and other payments used for 
lobbying purposes. The company has 
recently faced scrutiny for its lobbying 
activities and support of free market 
thinktanks that supported opposition 
to tobacco policies in several countries. 
Enhanced disclosure would allow 
shareholders to assess the company’s 
management of its lobbying-related 
activities and to better understand the 
risks and benefits of these activities. 
Therefore, shareholder support for this 
resolution is warranted.

The management team voted for the 
proposal on the grounds that more 
transparency was a good outcome 
longer term. 

The two proposals attracted 36% and 
33% of votes in their favour, a very small 
increase over the previous year, and both 
resolutions were also supported by ISS 
policy. While neither resolution passed, 
it is hoped the continued shareholder 
pressure will encourage more disclosure 
and further commitments from Altria 
to improve its practices and safeguards 
concerning underage smoking. 

Case Study: Technology Team

Case study: North American Team
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Berkshire Hathaway: Annual 
meeting; May 2021
The consideration was voting for 
the shareholder resolution, against 
management, to report on climate-
related risks and opportunities. 

The insurance companies in the fund 
have negligible emissions arising from 
their operations. As a result, the fund’s 
holding in Berkshire Hathaway comprised 
over half the fund’s estimated emissions. 
The fund recently voted against 
management in support of a resolution 
to encourage the company to assess 
physical and transitional climate-related 
risks and opportunities more formally. 
The shareholder proposal did not pass, 
attracting 28% of the vote. However, 
following the 2021 AGM, management 
did provide significantly more insight 
into their activities, noting that Berkshire 
Hathaway Energy supported the Paris 
Agreement back in 2015.  

Furthermore, in the US the company is 
providing the investment in transmission 
infrastructure in the US required to 
transition to a green energy market. 
Investment in the US electricity 
transmission market is a key enabler 
of the Paris climate goals. A number of 
other Berkshire subsidiary companies 
have also committed to participating in 
SBTi. The fund continues to monitor the 
significant subsidiary companies’ efforts 
in working towards the goals of the Paris 
Agreement. 

This vote was in line with ISS policy 
recommendations. ISS recommended 
voting for this resolution as an assessment 
of the company’s climate-related risks and 
opportunities would allow shareholders 
to better understand how the company is 
managing systemic risks posed by climate 
change and the transition to a low carbon 
economy.

Case study: Global Insurance Team

Vertex Pharmaceuticals: Annual 
meeting; May 2021 
The considerations were a vote for 
a shareholder resolution, against 
management, to report on lobbying 
payments and policy, and for a 
shareholder resolution, against 
management, to report on political 
contributions and expenditures. 

Shareholders were seeking greater 
transparency on lobbying payments 
made for and on behalf of the company, 
while management thought they had 
provided sufficient disclosure. It was 
the portfolio manager’s view that more 
disclosure is preferred, although it is 
noted that Vertex do provide extensive 
disclosures related to sustainability 
and ESG on their corporate website. 
While Vertex has increased its lobbying-
related disclosure, additional disclosure 
of the company’s direct and indirect 
lobbying-related expenditures and 
oversight mechanisms would help 
shareholders better assess the risks and 
benefits associated with the company’s 
participation in the public policy process. 

With regards to the second proposal, 
again the portfolio manager agreed 
that greater disclosure would be in 
shareholders’ interests, as gaps still 
remained in Vertex’s transparency 
regarding their direct and indirect 
political contributions.  

These votes were in line with ISS 
recommendations. However, shortly 
before the AGM, due in part to the 
pressure created by support for these 
proposals from ISS and other advisers, 
the shareholder proponent was able 
to come to an agreement with Vertex 
and withdrew the proposals. Vertex 
committed to further disclosures on 
lobbying, specifically payments to 501(c)
(4) social welfare groups. 

Aptose Biosciences: Annual 
meeting; June 2021
The item under consideration was a 
“vote with management” on an advisory 
basis to ratify named executive officers’ 
compensation. 

 

The investment team felt that while 
the company is in the early stages of 
its development and yet to deliver 
meaningful value to shareholders, the 
executive compensation arrangement 
under consideration was appropriate as 
compared to peers. The company had 
engaged with shareholders ahead of the 
AGM with full details and rationale for 
the arrangements, which were reviewed 
by the team.

This was a vote contrary to ISS 
recommendations where the investment 
team used their discretion and specific 
industry knowledge in early-stage 
biotechnology companies, as well as 
direct communication with Aptose, 
to come to their own assessment 
regarding the management’s proposed 
compensation package.  

Case study: Healthcare Team
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ARC - Audit and Risk Committee

AUM - Assets under management

CEO - Chief Executive Officer

CIO - Chief Investment Officer

CLCO - Chief Legal & Compliance Officer

CMP - Compliance monitoring 
programme

COI - Conflicts of Interest Policy

CRO - Chief Risk Officer

DRP - Directors’ Total Remuneration 
Package

ESG - Environmental, social and 
governance factors

ExCo - Group Executive Committee

GHG - Greenhouse gas

GRC - Group Risk Committee

ISS - Institutional Shareholder Services

Polar Capital Group (the “Group”)

Polar Capital LLP’s (“Polar Capital”, the 
“Firm”, “we”)

QCA - Quoted Companies Alliance

TCFD - Task Force on Climate-related 
Financial Disclosures

UCITS - Undertakings for the Collective 
Investment in Transferable Securities

UN SDGs - United Nations Sustainable 
Development Goals

Glossary of Terms

For informational purposes only.

This document does not constitute an offer or solicitation of an offer to make an investment into any fund managed by Polar 
Capital. Polar Capital LLP is a limited liability partnership number OC314700. It is authorised and regulated by UK Financial 
Conduct Authority and registered as an investment adviser with the US Securities & Exchange Commission. A list of members is 
open to inspection at the registered office, 16 Palace Street, London, SW1E 5JD.

The law restricts distribution of this document in certain jurisdictions; therefore, persons into whose possession this document 
comes should inform themselves about and observe any such restrictions. It is the responsibility of any person or persons in 
possession of this document to inform themselves of, and to observe, all applicable laws and regulations of any relevant jurisdiction. 
The information contained herein does not seek to make any recommendation to buy or sell any particular security or to adopt any 
specific investment strategy. All opinions and estimates in this report constitute the best judgment of Polar Capital as of the date 
hereof, but are subject to change without notice, and do not necessarily represent the views of Polar Capital. Past performance is 
not a guide to or indicative of future results.




